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The following Bills were introduced in Lok Sabha on 11th December, 
1987: — 


Bill No. 130 op 1987 


A Bill to provide 'for the delegatiov of powers vested in the Administrator 
of the Union territory of Chandigarh. 

Be it enacted by Parliament in the Thirty-eighth Year of the 
Republic of India as follows: — 

1. (1 ) This Act may be called the Chaindigarh (Delegation of powers) 
Act, 1987. 

(2) It extends to the whole of the Union territory of Chandlg|arh. 

2. In this Act, unless the context otherwise requires, “Administrator" 
means the administrator of the Union territory of Chandigarh appoint¬ 
ed by the President under article 239 of the Constitution. 

3. (1) Any power, authority or jurisdiction or any duty which the 
Administrator may exercise or discharge under any law in force in the 
Union territory of Chandigarh may be exercised or discharged also by 
such officer or other authority as may be specified in this behalf by the 
Central Government or the Administrator by notification in the Official 
Gazette. 
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(2) The Administrator may transfer any appeal or application for 

revision or any other matter pending before him for disposal to an 
officer or other authority competent under sub-section (J) to dispose of 
the same. ! S, 

(3) The Administrator may withdraw for disposal by himself any 
appeal or application for revision or any other matter pending before 
an officer or other authority competent under sub-section (I) to dispose 
of the same. 

4. Notwithstanding any judgment^ decree or order of any court or 
tribunal or other authority to the contrary, where any power, autho¬ 
rity or jurisdiction or any duty which the Administrator may exercise 
or discharge under any law in force in the Union territory of Chandi¬ 
garh had been exercised or discharged by any officer or other authority 
before the commencement of this Act, such power, authority, juris¬ 
diction or duty shall be deemed to have been validly and effectively 
exercised or discharged by such officer or other authority as if the pro¬ 
visions of sub-section (I) of section 3 were in force at all material times 
when such power, authority or jurisdiction was exercised or such duty 
was discharged and that officer or other authority had been specified 
as an officer or other authority by the Central Government or the 
Administrator in that behalf under the said sub-section, and accordingly, 
no suit or other proceeding shall be instituted, maintained or continued in 
any court or tribunal or before other authority on the ground that such 
officer or other authority was not competent to exercise such power, 
authorty or jurisdiction or to discharge such duty. 
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STATEMENT OF OBJECTS AND REASONS 

The statutory powers of the Central Government and the State Gh>v- 
ernment under certain laws in their application to the Union territory 
of Chandigarh are with the Administrator of the Union territory of Chandi¬ 
garh. Accordingly, the Administrator is required to exercise those sta¬ 
tutory powers. Besides this, he is also required to discharge the fmic¬ 
tions of a quasi-judicial authority under certain other statutes. 

2. At present, the Governor of Punjab is concurrently designated aa 
the Administrator of the Union territory of Chandigarh. In his capacity 
as Administrator, he is required to exercise the said statutory powers and 
discharge the said quasi-judicial functions. As a result, several appeals 
and review cases are pending for disposal by the Administrator and 
it Is not practiable for him to dispose of them expeditiously. It is, there¬ 
fore, proposed to vest such powers of the Administrator in any officer or 
other authority as may be specified in this behalf by the Central Govern¬ 
ment or the Administrator by notification in the Official Gazette. 

3. It is reported that due to expediency of the work the powers and 
functions of the State Government and Central Government which were 
normally to be exercised by the Adminislrator, have been exercised by 
some other officers and authorities. Accordingly, a need has arisen to 
validate such actions. 

4. The Bill seeks to achieve the above objects. 


New Delhi; 

The 4th December, 1987.' 


CHINTAMANI PANIGRAHI. 
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Bill No. 131 of 1987 

A Bill further to amend the Income-tax Act, 1961, the Wealth-tax 
Act, 19.‘57, the Gift-tax Act, 1958 and the Companies (Profits) Surtax 

Act, 1964. 

Be it enacted by Parliament in the Thirty-eighth Year of the Republic 
of India as fellows: — 


CHAPTER I 
Preliminahy 

1. (1) This Act may be called the Direct Tax Laws (Amendment) 
Act, 1087. 

(2) Save as otherwise provided in this Act, it shall come into force 
•n tfae 1st day of April, 1989 and any reference to the commencement 
©f this Act in any provision of this Act shall be construed as a reference 
t« the commencement of that provision. 
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CHAPTER II 

Amendments to the Income-tax Act^ 1901 

43 of 1961. 2. In the Income-tax Act, 1961 (hereafter In this Chapter referred to 

as the Income-tax Act), save as otherwise expressly provided in this 
Act, and unless the context otherwise requires, the references to any 
authority specified in column (1) of the Table below shall be substi¬ 
tuted wi1h effect from the 1st day of April, 1988 by the references to the 
authority or authorities specified in the corresponding entry in column 
(2) of the said Table and such consequential changes as the rules of 
grammar may require shall also be made: 

Table 

( 1 ) ( 2 ) 


Director of Inspection 

Deputy Director of Inspection 

Assistant Director of 
Inspection 

Commissioner i 

Inspecting Assistant 
Commissioner 

Appellate Assistant 
Commissioner 

Income-tax Officer 


Director General or Director 
Deputy Director 
Assistant Director 

Chief Commissioner or 
Commissioner 

Deputy Commissioner 

Deputy Commissioner 
(Appeals) 

Assessing Officer: 


Provided that nothing contained in this section shall apply to the 
references to “Commissioner" occurring in sections 246D, 253, 266, 263 
and 264. 

3. In section 2 of the Income-tax Act,— 

(a) clauses (1) and (M) shall be renumbered as clauses 
(lA) and (IB) respectively, and before clause (lA) as so renumber¬ 
ed, the following clause shall be inserted, namely: — 

‘(1) “advance tax" means the advance tax payable in ac¬ 
cordance with the provisions of Chapter XVII-C;'; 

(b) after clause (7), the following clause shall be inserted with 
effect from the 1st day of April, 1988, namely: — 

‘(7A) “Assessing Officer’’ means the Assistant Commissioner 
or the Income-tax Officer who is vested with the relevant juris¬ 
diction by virtue of directions or orders issued under sub-aection 


Substltu. 
tion of 
new au¬ 
thorities. 


Amend¬ 
ment of 
section 2. 



6 


THE GAZETTE OF INDIA EXTRAORDINARY 


[Part II~ 


(1) or sub-section (2) of section 120 or any other provision of 
this Act, and the Deputy Commissioner who is directed 
under clause (b) of sub-section (4) of that section to exercise 
or perform all or any of the powers and functions conferred on, 
or assigned to, an Assessing Officer under this Act;’; 

(c) after clause (9), the following clause shall be Inserted with 
effect from the 1st day of April, 1988, namely; — 

‘(9A) “Assistant Commissioner” means a person appointed to 
be an Assistant Commissioner of Income-tax under sub-section 
(1) of section 117;’; 

(d) clause (15A) shall be renumbered as clause (15B), and 
before clause (15B) as so renumbered, the following clause shall be 
inserted with effect from the Ist day of April, 1988, namely:— 

‘ (15A) “Chief Commissioner” means a person appointed to 
be a Chief Commissioner of Income-tax under sub-section (1) 
of section 117;’; 

(c) in clause (16), the v/ords “, and includes a person appointed 
to be an Additional Commissioner of Income-tax under that sub¬ 
section” shall be omitted with effect from the 1st day of April, 1988; 

(/) after clause (19), the following clauses shall be inserted 
with effect from the 1st day of April, 1988, namely: — 

‘(19A) “Deputy Commissioner” means a person appointed 
to be a Deputy Commissioner of Income-tax under sub-section 
(1) of section 117; 

(I9B) “Deputy Commissioner (Appeals)” means a person 
appointed to be a Deputy Commissioner of Income-tax (Appeals) 
under sub-section (1) of section 117;’; 

(g) for clause (21), the following clause shall be substituted 
with effect from the 1st day of April, 1988, namely: — 

‘ (21) “Director General or Director’’ means a person appointed 
to be a Director General of Income-tax or, as the case may be, 
a Director of Income-tax, under sub section (1) of section 117, 
and includes a person appointed under that sub-section to be a 
Deputy Director of Income-tax or an Assistant Director of 
Income-tax;’; 

(h) clause (22A) shall be renumbered as clause (22B), and 
before clause (22B) as so renumbered, the following clause shall be 
inserted, namely: — 

, ‘(22A) “domestic company” means an Indian company, or 

any other company which, in respect of its income liable to tax 
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under this Act, has made the prescribed arrangements for the 
declaration and payment, within India, of the dividends (Includ¬ 
ing dividends on preference shares) payable out of such income;’; 

(i) after clause (23), the following clause shall be inserted, 
namely; — 


‘(23A) “foreign company” means a company which is not a 
domestic company;’; 

(j) in clause (24), in sub-clause (m), for the words not being 

contributions made with a specific direction that they shall form part 
of the corpus of the trust or institution”, the words, brackets, letters 
and figures “or by a trust or institution of national importance 
referred to in clause (d) of sub-section (I) of section 80F” shall be 
substituted; i 

(k) for clause (25), the following clause shall be substituted 
with effect from the 1st day of April, 1988, namely: — 

‘ (25) “Income-tax Officer” means a person appointed to bo an 
Income-tax Officer under sub-section (2) of section 117;’; 

(l) clause (27) shall be omitted with effect from the 1st day of 
April, 1988; 

(m) in clause (28), for the word, brackets and figure “sub-sec¬ 
tion (2)", the word, brackets and figure “sub-section (2)” shall be 
substituted with effect from the 1st day of April, 1988; 

(n) after clause (29B) [as inserted by clause (c) of section S 
of the Finance Act, 1987], the following clause shall be inserted, 
namely: — 

j 

‘ (29C) “maximum marginal rate” means the rate of income- 
tax (including surcharge on income-tax, if any) applicable in 
relation to the highest slab of income in the case of an individual 
as specified in the Finance Act of the relevant year;’; 

(o) in clause (37A),— 

(i) in sub-clause (i),— 

(2) the words, brackets, figures and letter “or sub¬ 
section (9) of section 80E. from any payment referred to 
, therein” shall be omitted; 

(2) for the words, figures and letter “section ll&B or 
section 164”, at both the places where they occur, the words, 
figures and letters “section H5B or section H6BB or tectioii 


11 of 1987. 
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115E or section 164 or section 164A or section 167A” shall bfe 
substituted with effect from the 1st day of April, 1988; 

(3) after the words, figures and letter “or section 167A”, 
at both the places where they occur, the words, figures and 
letter “or section 167B” shall be Inserted; 

(4) for the words, figures and letter “section 115B or, as 
the case may be, section 164”, the words, figures and letters 
“section 115B or section 115BB or section 116E or section 
164 or section 164A or section 167A, as the case may be,” 
shall be substituted with effect from the 1st day of April, 
1988; 

(5) after the word, figures and letter “section 167A’’, in 
the third place where they occur, the words, figures and 
letter “or section 167B” shall be inserted; 

(ii) in sub-clause (ii), for the figures, letter and word “194D 
and 195’’, the figures, letters and word “194D, 194E and 195” shall 
,, , be substituted with effect from the 1st day of April, 1988; 

(p) clause (39) shall be omitted; 

(q) clause (43B) shall be omitted; 

(r) for clause (44), the following clause shall be substituted, 
namely: — 

‘(44) “Tax Eecovery Officer” means any Income-tax Officer 
who may be authorised by the Chief Commissioner or Com¬ 
missioner, by general or special order in writing, to exercise 
the powers of a Tax Recovery Officer;’; 

(s) clause (48) shall be omitted. 

4. For section 3 of the Income-tax Act, the following section shall be 
substituted, namely:— 


‘3, (I) Save as otherwise provided in this section, “previous year” 
for the purposes of this Act, means the financial year imme^ 
dlately preceding the assessment year; 

Provided that, in the case of a business or profession newly set 
up, or a source of income newly coming into existence, in the said 
financial year, the previous year shall be the period beginning with 
the date of setting up of the business or profession or, as the case 
may be, the date on which the source of Income newly comes into 
existence and ending with the said financial year. 
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(2) “Previous year”, In relation to the assessment year commenc¬ 
ing on the 1st day of April, 1B89, means the period which begins with 
the date Immediately following the last day of the previous year 
relevant to the assessment year commencing on the 1st day of April, 
1988 and ends on the 31st day of March, 1989: 

Provided that where the assessee has adopted more than one 
period as the “previous year” In relation to the assessment year 
commencing on the 1st day of April, 1988 for different sources of his 
income, the previous year In rdatlon to the assessment year conimenc- 
ing on the Ist day of April, 1989 shall be reckoned separately in the 
ma nn er aforesaid in respect of each such source of Income, and the 
longer or the longest of the periods so reckoned shall be the previous 
year for the said assessment year. 

(3) Where the previous year In relation to the assessment year 
commencing on the 1st day of April, 1989, referred to In sub-section 
(2) exceeds a period of twelve months, the provisions of this Act s ha ll 
apply subject to th|e modifications specified In the rules in the Tenth 
Schedule.’. 

6. In section 4 of the Income-tax Act, In sub-section (1),— 

(a) for the words “subject to the provisions of, this Act”, the 
words and brackets “subject to the provisions (Including provisions 
for the levy of additional Income-tax) of, this Act” shall be substituted; 

(b) the words “or previous years, as the case may be,” shall be 
omitted. 

6. In section 10 of the Income-tax Act,— > 

(a) after clause (2), the following clause shall be inserted, 
namely:— 

“(2A) In the case of a person being a partner of a firm which 
Is assessed as such, his share In the total Income of the firm. 

Explanation .—^Por the purposes of this clause, the share of a 
partner In the total income of a firm assessed as such shall, not¬ 
withstanding anything contained in any other law, be an amount 
which bears to the total Income of the firm the same proportion as 
the amount of Ms share in the profits of the firm in accordance 
with the partnership deed bears to such profits;”; 

(b) for clauses (4) and (4A), the following clause shall be sub¬ 
stituted, namely:— 

“ (4) (1) In the case of a non-resident, any Income by way of 
Interest on isncb seonritles or bonds as th? Central Government 
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may, by notification In the Official Gazette, specify in this behalf, 
including income by way of premium on the redemption of such 
bonds; 

(ti) in the case of an individual, who is a person resident 
outside India as defined in clause (q) of section 2 of the Foreign 
Exchange Kegulation Act, 1973, any income by way of interest 
on moneys standing to his credit in a Non-Resident (External) 
Account in any bank in India in accordance with the said Act 
and the rules made thereunder;”; 

(c) for clause (5), the following clause shall be substituted, 
namely: — 

‘(5) subject to such conditions as the Central Government 
may prescribe (including conditions as to number of Journeys 
and the amount which shall be exempt per head) in the case of 
an individual, the value of any travel concession or assistance 
received by or due to him,— 

(a) from his employer for himself and hl» family, in 
connection with his proceeding on leave to any place in India; 

(b) from his employer or former employer for himself 

and his family, in connection with his proceeding to any 
place in India after retirement from service or after the ter¬ 
mination of his service: i 

Provided that the amount exempt under sub-clause (a) or 
sub-clause (b) shall not, except in such cases and under such 
circumstances as may be prescribed having regard to the travel 
concession or assistance granted to the employees of the Central 
Government, exceed the value of the travel concession or assis¬ 
tance which would have been received by or due to the individual 
In connection with his proceeding to any place in India on leave 
or, as the case may be, after retirement from service or after 
the termination of his service: 

Provided further that the amoimt exempt under this clause 
Shan in no case exceed the amount of expenses actually Incurred 
for the purpose of such travel. j 

Explanation ,—^For the purposes of this clause, “family”, in 
relation to an individual, means— 

(i) the spouse and children of the individual; and 

(ii) the parents, brothers and sisters of tfie individual or 
any of thCm, wholly or mainly dependent on the indlviduaL’; 


46 of 1973. 
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(d) in clause (10),— i 

(i) in suB-clause (ili), for the words “calculated on the basis 
of the average salary for the three years immediately preceding 
the year in which the gratuity is paid, subject to a maximum 
of thirty-six thousand rupees or twenty months’ salary so cal¬ 
culated, whichever is less”, the words “calculated on the basis 
of the average salary for the ten months immediately preceding 
the month in which any such event occurs, subject to such limit 
as the Central Government may, by notification in the Official 
Gazette, specify in this behalf having regard to the limit appli¬ 
cable in this behalf to the employees of that Government” shall 
be substituted; 

(ii) in the first and second provisos, for the words “shall 
not exceed thirty-six thousand rupees”, the words “shall not ex¬ 
ceed the limit so specified” shall be substituted; 

, (iii) the third and fourth provisos shall be omitted; 

(in) in the Explanation^ for the words “In this clause”, the 
words, brackets, figures and letters “In this clause, and in clause 
(lOAA)” shall be substituted; 

(e) in clause (lOA), the proviso shall be omitted; 

(f) in clause (lOAA), in sub-clause (ii),— 

(i) for the words “six months”, the words “eight months” 
shall be substituted and shall be deemed to have been substituted 
with effect from the 1st day of July, 1986; 

(ii) for the words “or thirty thousand rupees, whichever is 
less”, the words “subject to such limit as the Central Govern¬ 
ment may, by notification in the Official Gazette, specify in this 
behalf having regard to the limit applicable In this behalf to the 
employees of that Government” shall be substituted and shall be 
deemed to have been substituted with effect from the 1st day of 
July, 1986; 

(iii) in the first and second provisos, for the words “shall not 

exceed thirty thousand rupees”, the words “shall not exceed the 
limit s6 specified” shall be substituted and shall be deemed to 
have been substituted with effect from the 1st day of July, 1986; 

(in) the third and fourth provisos shall be omitted and shall 
be deemed to have been omitted with effect from the 1st day of 
July, 1986; 
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(v) in the Explanation^ the brackets and figure “(i)”, and 
clause (ii) shall be omitted and shall be deemed to have been 
omitted with effect from the 1st day of July, 1986. , 

(fir) in clause (lOB), in the first proviso, for clause (ii), the follow¬ 
ing clause shah, be substituted, namely:— 

“ (ii) such amount, not being less than fifty thousand rupees, 
as the Central Government may, by notification in the Official 
Gazette, specify in this behalf,”; 

(h) for clause (14), the following clause shall be substituted, 
namely:— 

” (14) (i) any such special allowance or benefit, not being in 
the nature of a perquisite within the meaning of clause (2) of 
section 17, specifically granted to meet expenses wholly, neces¬ 
sarily and exclusively incurred in the performance of the duties 
of an office or employment of profit, as the Central Government 
by notification in the Official Gazette, specify, to the extent 
to which such expenses are actually incurred for that purpose; 

f (ii) any such allowance granted to the assessee either to 
meet his personal expenses at the place where the duties of his 
office or employment of profit are ordinarily performed by him 
or at the place where he ordinarily resides, or to compensate 
him for the increased cost of living, as the Central Government 
may, by notification in the Official Gazette, specify, to the extent 
specified In the notification;”; 

(i) in clause (15), for sub-clauses (i), (ia), (ih), (ii) and (Ha), 
the following sub-clause shall be substituted, namely: — 

“(i) Income by way of Interest, premium on redemption or 
other payment on such securities, bonds, annuity certificates, 
savings certificates, other certificates issued by the Central Gov¬ 
ernment and deposits as the Central Government may, by noti¬ 
fication in the Official Gazette, specify in this behalf, subject to 
such conditions and limits as may be specified in the said noti¬ 
fication;”; j ' ' (J 

(j) for clauses (17A), (17B) and (18), the following clause 
^aU bo substituted, namely:— 

“C17A) any payment made, whether In cash or in kind,— 

I (i) in pursuance of any award instituted in the public 
interest by the Central Government or any State Govern¬ 
ment or instituted by any other body and approved by the 
Central Government in this behalf; or 

(ii) as a reward by the Central Government or any 
State Government for such purposes as may be approved 
by the Central Government in this behalf in the public 
interest;”; ; 

(fc) clauses (21) and (23) shall be omitted; 

(1) in clause (23C),~ 
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(i) in sub-clause (iii), tbe word “or” occurring at the end 
shall be omitted; 

(ii) subrclauses (iv) and (u) and the proviso shall bo omitted; 

(m) after clause (2JC), the following clause shall be Insj^ted 
with effect from the 1st day of April, 1988, namely.— 

‘ (23D) any Income from such Mutual Fund set up by a public 
sector bank or a public financial institution and subject to such 
conditions, Including the condition that at least ninety per cent, 
of the income from the Mutual p\ind shall be distributed to the 
unit holders every year, as the Central Government may, by 
notification in the Official Gazette, specify in this behalf. 

Explanation. —^For the purposes of this clause,— 

(o) the expression “public sector bank” means the State 
Bank of India constituted under the State Bank of India Act, 
1955, a subsidiary bank as defined in the State Bank of India 
(Subsidiary Banks) Act, 1950, a corresponding new bank 
constituted under section 3 of the Banking Companies 
(Acquisition and Transfer of Undertakings) Act, 1978, or 
under section 3 of the Banking Companies (Acquisition 
and Transfer of Undertakings) Act, 1980; 

(b) the expression “public financial institution” shall 
have the meaning assigned to it in section 4A of the Com¬ 
panies Act, 1956.’. 

7. Sections 11, 12, 12A and 13 of the Income-tax Act shall be omitted. 


8- In section 15 of the Income-tax Act, the Explanation shall be num¬ 
bered as Explanation 1, and after Explanation 1 as so numbered, the fol¬ 
lowing Explanation shall be inserted, namely; — 

‘Explanation 2. —^Any salary, bonus, commission or remuneration, 
by whatever name called, due to, or received by, a partner of a flim 
from the firm shall not be regarded as "salary” for the purposes of thla 
section.’. 

9. In section 28 of the Income-tax Act,— 

(a) after clause (in), the following clause shall be Inserted, 
namely: — 

"(u) any interest, salary, bonus, commission or remunera¬ 
tion, by whatever name called, due to, or received by, a partner 
of a firm from such firm.”; 

(b) Explanation 1 shall be omitted, 

10. Sections 35, 35B, 35C, 35CC, 35CGA and 35CCB of the Income- 

tax Act shall be omitted, ' 


Omisilon 
of sections 
11, 12, 12A 
and 13. 
Amend¬ 
ment of 
section 15. 


Amend¬ 
ment Of 
section 28, 


Omission 
of sections 
30, 30Bt 
35C, 35CC, 
SOCX^A&nd 
3W3CB. 



14 


Amend¬ 
ment of 
section 36. 


Omission of 

section 3fl, 

Amend¬ 
ment of 
section 40. 


THE GAZETTE OF INDIA EXTRAORDINARY [Part ll— 


U. In section 36 of the Income-tax Act,— 

(o) in sub-section (I),— 

(i) in clause (ii), the provisos shall be omitted; 

(ii> in clause (ait), in the opening portion, for the words 
“any debt or part thereof which is established to have become 
a bad debt in the previous year”, Lne words “any bad debt or 
part thereof which is wrAden oil as irrecoverable in the 
accounts of the assessee for the previous year’’ shall bo 
substituted; 

(Hi) in clause (vita), in the E'-eptunudon, for clause (ii), the 
following clause shall be substituted, namely; — 

23 of 1963. 
38 of 1969. 
B of 1970. 
40 of 1980. 
2 Of 1934. 

(b) in sub-section (2),— 

(i) for clause (t), the following clause shall be substituted, 

namely;— i 

“(i) no such deduction shall be allowed unless such 
debt or part thereof has been taken into account in comput¬ 
ing the income of the assessee of the previous year in which 
the amount of such debt or part thereof is written o£E or of 
an earlier previous year, or represents money lent in the 
ordinary course of the business of banking or money-lending 
which is carried on by the assessee;”; 

(ii) in clause (Hi), after the words “earlier previous year", 
the brackets, words, figures and letters “(being a previous year 
relevant to the assessment year commencing on the 1st day of 
April, 1988, or any earlier assessment ^ear)’’ shah be inserted; 

(Hi) in clause (iv), after the words “accounts of the previ¬ 
ous year”^ the brackets, words, figures and letters “(being a 
previous year relevant to the assessment year commencing on 
the 1st day of April, 1988, or any earlier assessment year)" 
shall be inserted. 

12. Section 39 of the Income-tax Act shall be omitted. 


‘(ii) “scheduled bank” niean.s the State Bank of India 
constituted under the Slate Bank of India Act, 1956, a sub¬ 
sidiary bank as defined in the State Bank of India (Subsi¬ 
diary Banks) Aci, 1959, a corresponding new bank consti¬ 
tuted under section 3 of the Banking Companies (Acquisition 
and Transfer of Undertakings) Act, 1970^ or under section 3 
of the Banking Companies (Acquisition and Transfer of 
Undertakings) Act, 1980, or any other bank being a bank 
included in the Second Schedule to tlie Reserve Bank of 
India Act, 1934, but does not include a co-operative bank;’; 


13. In section 40 of the Income-tax Act,— 

(i) in the opening portion, for the words and figures “sectloiui 
30 to 39”, the words and figures “sections 30 to 38’' shall be 
substituted; 
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(ii) for clause (b), the following clauses shall be substituted, 
namely: — 

' (b) in the case of any firm assessable as such,— 

I (i) any payment of salary, bonus, commission or.reBau- 
neration, by whatever name called (hereinafter referred to 
as remuneration) to any partner who is not a whole-time 
working partner; or 

(ii) any payment of remuneration to any partner who Is 
a whole-1 ime working partner, or of interest to any partner, 
which, in either caro, is :iot authorised by, or is not in accord¬ 
ance with, the terms of the partnership deed; or 

(iii) any payment of remuneration to any partner who is 
a whole-time working partner, or of interest to any partner, 
which, In either case Is authorised by, and is in accordance 
with, the terms of the partnership deed, but which relates 
to any period (falling prior to the date of such partnership 
deed) for which such payment was not authorised by, or is 
not in accordance with, any earlier partnership deed, so, how¬ 
ever, that the period of authorisation for such payment by 
any earlier partnership deed does not cover any period prior 
to the date of such earlier partnership deed; or 

(iv) any payment of interest to any partner which Is 
authorised by, and is in accordance with, the terms of the 
partnership deed and relates to any period falling after the 
date of such partnership deed in so far as such amount 
exceeds the amount calculated at such rate of Interest as may 
be prescribed having regard to the maximum rate of Interest 
payable by a scheduled bank on its deposits; or 

(u) any payment of remuneration to any partner who 
, is a whole-time working partner, which is authorised by, and 
is in accordance with, the terms of the partnership deed and 
relates to any period falling after the date of such partner¬ 
ship deed in so far as the amount of such payment to all the 
partners during the previous year exceeds the aggregate 
amount computed as hereunder; — 

(1) in case of a firm carrying on a profession refer¬ 
red to in section 44AA or which is notified for the purpose 
of that section,— 

(a) on the first Rs. 50,000 at the rate of 90 

of the book-profit per cent.; 

(b) on the next Rs. 50,000 at the rate of 65 

of the book-profit per cent.; 

(c) on the balance 
of the book-profit 


at the rate of 40 
per cent.; 
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(2) in the case of any other firm,— 

(a) on the first Rs. 60,000 at the rate of 75 
of the book-profit per cent.; 

, (b) on the next Rs. 60,000 at the rate of 50 

of the book-profit per cent.; 

(c) on the balance i at the rate of 25 
of the book-profit per cent. 

Explanation 1.—In this clause,— 

(a) “whole-time working partner” means a partner of 
the firm who is in receipt of any remuneration from the firm 
for services rendered to that firm and who is not in receipt 
of any similar remuneration from any other person; 

(b) “book-profit” means the profit which would have 
been computed in accordance with the provisions of Parts II 

and III of the Sixth Schedule to the Companies Act, 1856 if i of i 95 g. 
those provisions had been applicable to a firm and before 
making any deduction of any loss brought forward or any 
unabsorbed depreciation allowance or any other allowance 
or deduction brought forward from any earlier previous year 
and without making any deduction under section 32 AB or 
section 33AB or under Chapter VI-A as increased by the 
following amounts if they have been taken into account in 
arriving at such profits— i 

(1) the aggregate amount of the remuneration and 

the Interest to all the partners of the firm; 

(2) Income-tax; 

(3) reserves or provisions of any kind; 

(4) depreciation; 

and as reduced by the depreciation computed In accor'darrce 
with the provisions of sub-section (1) of section 32 and the 
aggregate amount of interest allowed to all the partners of 
the firm under this clause; f 

(C) “scheduled bank” shall have the same meaning as is 
assigned to it hi the Explanation to clause (wiia) of sub¬ 
section (I) of section 36. 

Explanation 2.—Where an individual Is a partner In a firm 
on behalf, or for the benefit, of any other person (such partner 
and the other person being hereinafter referred to as “partner 
In a representative capacity” and “person so represented”, 
respectively) 

(i) Interest paid by the firm to such Individual otherwise 
than as partner in a ijepresentatlve capacity, shall not be 
taken into accoimt for the purposes of this clause; 

(ii) interest paid by the firm to such Individual as 
partner in a representative capacity and interest paid by the 
firm to the person so reprjesented shall be taken into account 
for the purposes of this clause. 
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Explanation 3-—Where an individual is a partner in a Arm 
otherwise than as partner in a representative capacity, interest 
paid by the firm to such individual shall not be taken Into 
account for the purposes of this clause, If such Interest is 
received by him on behalf, or for the benefit, of any other 
person; 

(ba) in the case of an association of persons or body of 
individuals [other than a company or a co-operative society or a 
society registered under the Societies Registration Act, 1860 or 
under any law corresponding to that Act in force in any part of 
India], any payment of interest, salary, bonus, commission or 
remuneration, by whatever name called, made by such association 
or body to a mjember of such association or body- 

Explanation 1.—^Where interest is paid by an association or 
body to any member thereof who has also paid interest to the 
association or body, the amount of interest to be disallowed 
under this clause shall be limited to the amount by which the 
payment of Interest by the association or body to the member 
exceeds the payment of Interest by the member to the associa¬ 
tion or body. 

Explanation 2.—Where an individual is a member of an 
association or body on behalf, or for the benefit, of any other 
person (such member and the other person being hereinafter 
referred to as “member in a representative capacity” and “per¬ 
son so represented”, respectively),— 

(i) Interest paid by the association or body to such 
individual or by such individual to the association or body 
otherwise than as member in a representative capacity, 
shall not be taken into account for the purposes of this 
clause; 

(ii) interest paid by the association or body to such 
individual or by such individual to the association or body 
as member in a representative capacity and interest paid by 
the association or body to the person so represented or by 
the person so represented to the association or body, shall 
be taken into account for the purposes of this clause. 

Explanation 3.—Where an individual is a member of an 
association or body otherwise than as member in a represen¬ 
tative capacity, interest paid by the association or body to such 
individual shall not be taken into account for the purposes of 
this clause, if such Interest is received by him on behalf, or for 
the benefit, of any other person;’; 

(iii) clause (c) shall be omitted. 

14. In section 40A of the Income-tax Act,— 

(a) in sub-section (3), for the words "two thousand five 
hundred rupees”, wherever they occur, the words “ten thousand 
rupees” shall be substituted; 

(b) sub-section,"; (5) and (6) shall be omitted- 
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15 . In section 43B of the Income-tax Act,— 

(a) In clause (b), the word “or” shall be Inserted at the end; 

(b) after clause (b), the following clause shall be Inserted, 
namely: — 

“ (c) any sum referred to in clause (ii) of sub-section (1) of 
section 36,"; 

(c) in the first proviso (as inserted by section 10 of the Finance 
Act, 1987), after the word, brackets and letter “clause (a)”, the 
words, brackets and letter “or clause (c)” shall be inserted; 

(d) the Explanation shall be numbered as Explanation 1, and 
after Explanation 1 as so numbered, the following Explanation 
shall be inserted, namely: — 

"Explanation 2.—For the removal of doubts it is hereby 
declared that where a deduction in respect of any sum referred 
to in clause (c) of this section is allowed in computing the 
Income referred to in section 28 of the previous year (being a 
previous year relevant to the assessment year commencing on 
the 1st day of April, 1988, or any earlier assessment year) in 
which the liability to pay such sum was incurred by the 
assessee, the assessee shall not be entitled to any deduction 
under this section In respect of such sum in computing the 
income of the previous year in which the sum is actually paid 
by hlm.’». ! 

16. After section 54 of the Income-tax Act. the following section shall 
be inserted, namely: — 


‘54A. (I) Where the capital gain arises from the transfer of a 
long term capital asset, being property specified in sub-section (2) 
(the capital asset so transferred being hereafter In this section 
referred to as the original asset), and the assessee has, during the 
previous year in which the transfer took place or within a period 
of .six months after the close of such previous year, acquired an¬ 
other capital asset (such asset being hereafter In this section 
referred to as the new asset), to be held for the same purposes as 
those for which the original asset was held, then, the capital gain 
arising from the transfer shall he dealt with in accordance with the 
following provisions, that is to say,— 

(o) if the cost of the new asset is not less than the net 
consideration in respect of the original asset, the whole of such 
capital gain shall not be charged under section 45; 

(b) If the cost of the new asset is less than the net consi¬ 
deration in respect of the original asset, so much of the capital 
gain as bears to the whole of the capital gain the same pro¬ 
portion as the cost of acquisition of the nCw asset bears to the 
net consideration shall not be charged under section 45: 

Provided that In a case where the transfer of the original 
asaet Is by way of compulsory acquisition imder any law and the 


II of 1987. 
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full amount of compensation awarded for such acquisition is not 
received by the assessee on the date of such transfer but is 
received after the expiry of the previous year the period of six 
months referred to in this section shall, in relation to so much of 
such compensation as is not received before such expiry, be reckon¬ 
ed from the date immediately following the date on which such 
compensation is received by the assessee, 

(2) The property referred to in sub-section (1) shall be the 
following, namely: — 

(a) property held under trust wholly for charitable or 
religious purposes in India or by an institution established 
wholly for such purposes in India; 

(b) property held under trust in part only for charitable or 
religious purposes in India, the trust having been created be¬ 
fore the commencement of this Act; 

(c) property held imder a trust created on or after the Ist 
day of April, 1952, or by an institution established on or after 
that date, for a charitable purpose which is for the benefit of 
citizens of India abroad or which tends to promote international 
welfare in which India is interested; 

(d) property held by a trust or Institution of national Im¬ 
portance referred to in clause (d) of sub-section (1) of section 
80F. 

(3) In the case of a capital asset being property falling under 
clause (b) of sub-section (2), the provisions of sub-section (1) shall 
apply only to that fraction of the capital gain arising from the 
transfer of such capital asset which represents the extent to which 
the income derived from the capital asset transferred was, imme¬ 
diately before such transfer, applicable to charitable op religious 
purposes. 

Explanation —In this section, “net consideration" shall have 
the meaning assigned to It in Explanation 5 below sub-section 
(1) of section 54E.’. 

17. In section 64 of the Income-tax Act, in sub-section (1),— 

(a) clause (i) shall be omitted; 

(b) in clause (ii), for the proviso, the following proviso shall 
be substituted, namely; — 

“Provided that nothing in this clause shall apply In relation 
to any such income arising to the spouse from a firm carrying 
on any such profession as is referred to in sub-section (I) of 
section 44AA, where the spouse possesses any technical or pro¬ 
fessional qualification in the nature of a degree or diploma of 
a university within the meaning of clause (c) of the Explana^ 
tion below sub-section (2B) of section 32A;"; 


Ainond- 

mentof 

section 

64, 
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(c) clause (Hi) shall be omitted; 

(d) in clause (iv), the words, brackets and figure “In a case not 
falling under clause (i) of this sub-section,” shall be omitted; 

(e) in clause (t>), the words, brackets and figures “in a case 
not falling under clause (Hi) of this sub-section,” and the brackets 
and words “(not being a married daughter)" shall be omitted; 

(/) in clause (vii) , the brackets and words “ (not being a married 
daughter)” shall be omitted; 

(g) for Explanation 1 , the following Explanation shall be 
substituted, namely: — 

“Explanation 1.—^For the purposes of clause (ii), the in¬ 
dividual, in computing whose total income the income referred 
to in that clause is to be Included, shall be the husband or wife 
whose total Income (excluding the income referred to In that 
clause) is greater; and where any such income is once included 
in the total income of either spouse, any such Income arising 
in any succeeding year shall not be included in the total Income 
of the other spouse unless the Assessing Officer is satisfied, 
after giving that spouse an opportunity of being heard, that it 
is necessary so to do.”; 

(h) Explanation lA and Explanation 2A shall be omitted; 

(i) for Explanation 3, the following Explanation shall be substi¬ 
tuted, namely:— 

“Explanation 3.—For the purposes of clauses (iv), (v) and 
(vi), where the assets transferred directly or indirectly by an 
individual to his spouse or minor child or son’s wife or son’s 
minor child (hereafter in this Explanation referred to as “the 
transferee”) are invested by the transferee,— 

(i) in any business, such Investment being not in the 
nature of contribution of capital as a partner in a firm or, 
as the case may be, for being admitted to the benefits of 
partnership in a firm, that part of the income arising out of 
the business to the transferee in any previous year, which 
bears the same proportion to the income of the transferee 
from the business as the value of the assets aforesaid as on 
the first day of the previous year bears to the total invest¬ 
ment in the business by the transferee as on the said day; 

(ii) in the nature of contribution of capital as a partner 
In a firm or, as the case may be, for being admitted to the 
benefits of partnership in a firm, that part of the interest 
receivable by the transferee from the firm in any previous 
year, which bears the same proportion to the interest recei¬ 
vable by the transferee from the firm as the valu® of the in¬ 
vestment aforesaid as on the first day of the previous year 
bears to the total investment by way of capital contribution 
as a partner in the firm as on the said day, 
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shall be included In the total income of the individual in that 
previous year.’’. 

18. For section 67 of the Income-tax Act, the following section shall 
be substituted, nam,ely: — 


‘67. (1) In computing the total income of an assessee who is a 
member of an association of persons or a body of individuals wherein 
the shares of the members are determinate and known [other than 
a company or a co-operative society or a society registered under 
the Societies Registration Act, 1860 or under any law corresponding 
to that Act in force in any part of India], whether the net result of 
the computation of the total income of such association or body is a 
profit Or a loss, his share (whether a net profit or net loss) shall be 
computed as follows, namely; — 

(a) any interest, salary, bonus, commission or remuneration 
by whatever name called, paid to any member in respect of the 
previous year shall be deducted from the total income of the 
association or body and the balance ascertained and apportioned 
among the members in the proportions in which they are entitled 
to share in the income of the association or body; 

(b) where the amount apportioned to a member under 
clause (a) is a profit, any interest, salary, bonus, commission or 
remuneration aforesaid paid to the member by the association or 
body in respect of the previous year shall be added to that 
amount, and the result shall be treated as the member’s share in 
the income of the association or body; 

(c) where the amount apportioned to a member under clause 
(a) is a loss, any interest, salary, bonus, commission or r^ 
muneratlon aforesaid paid to the member by the association or 
body in respect of the previous year shall be adjusted against 
that amount, and the result shall be treated as the member’s 
share in the income of the association or body. 

(2) The share of a member in the income or loss of the associa¬ 
tion or body, as computed under sub-section (I), shall, for the pur¬ 
poses of assessment, be apportioned under the various heads of 
income in the same manner in which the income or loss of the asso¬ 
ciation or body has been determined under each head of Income. 

(3) Any interest paid by a member on capital borrowed by him 
for the purposes of investment in the association or body 
shall, in computing his share chargeable under the head 
‘Trofits and gains of business or profession” in respect of his share 
In the income of the association or body, be deducted from his share. 

Ea:^lanation .—In this section, “paid” has the same meaning as is 
asslgnad to it in clause (3) of section 43.'. 
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19. Sections 75, 76 and 77 of the Income-tax Act shall be omitted. 


20. In section 78 of the Income-tax Act, for sub-section (1 ), the follow¬ 
ing sub-section shall be substituted, nani,ely; — 

“(J) Where a change has occurred in the constitution of a firm, 
nothing in this Chapter shall entitle the firm to have carried for¬ 
ward and set off so much of the loss proportionate to the share ot a 
retired or deceased partner as exceeds his share of profits, If any, 
in the firm in respect of the previous year.”. 

21. In section 80A of the Income-tax Act, for sub-section (3), the 
following sub-section shall be substituted, namely: — 

“ (3) Where in computing the total income of an association of 
persons or a body of individuols, any deduction is admissible under 
section 80G or section 80HH or section 80HHA or section 80HHB or 
section 80HHC or section 80-1 or section 80J, no deduction under the 
same section shsU be made in computing the total incom j of a mem¬ 
ber of the association of persons or body of individuals in relation 
to the share of such member in the income of the association or 
body,”. I 

22. In section 80B of the Income-tax Act, clauses (2), (4), (6) and 
(S) shall be omitted. 


23. Section 80E of the Income-tax Act shall be omitted. 


24. After section 80E of the Income-tax Act as so omitted, the 
following section shall be inserted, namely:— 


‘80F. (1) In computing the total income of an assessee, being— 

(a) a person in receipt of income derived from property 
held under trust wholly for charitable or religious purposes in 
India or by an Institution established wholly for such purposes 
in India; or 

(b) a person in receipt of income derived from property 
held under trust in part only for charitable or religious pur¬ 
poses in India, the trust having been created before the com¬ 
mencement of this Act; or 

(c) a person In receipt of income derived from property 
held under a trust created on or after the Ist day of April, 1952, 
or by an institution established on or after that date, for a 
charitable purpose which is for the benefit of citizens of India 
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abroad or which tends to promote international welfare in 
which India is interested; or 

(d) a trust or Institution declared by the Board, by noti¬ 
fication in the Official Gazette, to be a trust or institution of 
national importance, having regard to the objects set out in 
the instrument creating the trust or establishing the institution, 
the opinion of sUch experts in the respective fields of activity 
of the trust or institution as the Board may think fit to consult, 
and other relevant factors, 

there shall be deducted, in accordance with and subject to the pro¬ 
visions of this section, the sums specified hereunder, namely:— 

(i) any amount applied in India by the person referred to 
in clause (a), or by the trust or institution referred to in clause 
(d), during the previous year wholly and exclusively to the 
purposes of the trust or institution; 

(ii) any amount applied in India by the person referred to 
in clause (b) during the previous year wholly and exclusively 
to the charitable or religious purposes of the trust; 

(iii) any amount applied outside India by the person refer¬ 
red to in clause (c) during the previous year wholly and exclu¬ 
sively for the benefit of citizens of India abroad or for promoting 
international welfare in which India Is interested, where the 
Board has, by general or special order, directed such amount to 
be deducted: 

Provided that any such amount applied wholly and exclu¬ 
sively for the benefit of citizens of India abroad shall qualify 
for the deduction under this clause only if such amount is 
I applied in accordance with a scheme framed by such person 
and approved by the Board and notified in the Official 
Gazette; 

(iv) any amount invested or deposited during the previous 
year In such form or mode, in such manner and for such period 
as may be prescribed, where such investment or deposit is held 
by such person or, as the case may be, trust or institution for a 
period of not less than six months ending with the due date for 
furnishing the return of income under sub-section (1) of section 
139. 

(2) The deduction under sub-section (1) shall not be allowed 
unless the following conditions are fulfilled, namely: — 

(a) the person in receipt of the income or, as the case may 
be, the trust or institution has made an application for regis¬ 
tration of the trust or institution in the prescribed form and in 
the prescribed manner to the Commissioner or any other autho¬ 
rity prescribed in this behalf before the expiry of a period of 
one year from the date of the creation of the trust or the estab¬ 
lishment of the institution: 

Provided that the Commissioner or the authority so pres¬ 
cribed may, In his or its discretion, admit an application for the 
ye^strfltion of any trust or institution after the period aforesaid. 
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Explanation,~~Where an application for registration of the 
trust or Institution has been made to the Commissioner In 
accordance with the provisions of section 12A as it stood Imme¬ 
diately before the 1st day of April, 1989, the requirements of 
this clause shall be deemed to have been complied with; 

(b) where the gross total income of the trust or institution 
for the previous year exceeds fifty thousand rupees, the accounts 
of the trust or institution for the previous year have been 
audited by an accountant as defined in the Eocplanation below 
sub-section (2) of section 288 and the person in receipt of the 
income furnishes along with the return of Income for the 
relevant assessment year the report of such audit In the pre«- 
cribed form duly signed and verified by such accountant 
and setting forth such particulars as may be prescribed; 

(c) such other conditions as the Board may, having regard to 

the interests or quantum of the revenue, by general or special 
order, Impose, and such conditions may include a condition that 
a nominee of the Board shall, notwithstanding anything contain¬ 
ed in any other law for the time being in force or in any instru¬ 
ment constituting the trust or institution concerned or governing 
the working thereof, be appointed on the Board of trustees of the 
said trust or, as the case may be, the governing body of the insti¬ 
tution. I 

(3) The deduction under sub-section (I) shall not be allowed 
where— ' 

(a) any part of the property of the trust or institution la 
held for a private religious purpose which does not enure for 
the benefit of the public or any part of the income from such 
property is applied to any such purpose as aforesaid; 

I (b) in the case of a trust for charitable purposes or a charit¬ 
able institution created or established after the commencement 
of this Act, the trust or institution is created or established for 
the benefit of any particular religious community or caste; 

(c) (i) in the case of a trust or an institution created or 
established after the commencement of this Act, any part of 
the income of the trust or institution, under the terms of the 
trust or the rules governing the institution, enures, or 

(ii) in the case of a trust or institution whenever created 
or established, any part of the income or any property of the 
trust or institution is, during the previous year, used or applied, 

in a manner which results directly or indirectly in conferring 
any benefit, amenity or perquisite (whether convertible into 
money or not) on any interested person; or 

(d) any funds of the trust or institution are Invested or 
deposited, for any period during the previous year, otherwise 
than in any such form or mode, in such manner and for such 
period as is prescribed for the purposes of clause (in) of sub¬ 
section (1): 
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Provided that the Chief Commissioner or the Commissioner may, 
if he is satisfied, on an application by the trust or institution, that the 
application of the provisions of sub-clause (i) or sub-clause (ii) of 
clause (c) would result in grave hardship to the trust or institution, 
allow the deduction wholly or to such extent as he may deem fit 
having regard to the extent of the benefit, amenity or perquisite 
derived or enjoyed by the interested person: 

Provided further that in the case of a trust or institution created 
or established before the commencement of this Act, the provisions of 
sub-clause (ii) of clause (c) shall not apply to any use or appli¬ 
cation, whether directly or indirectly, of any part of such income 
or any property of the trust or institution in the manner specified 
in that clause, if such use or application is by way of compliance 
with a mandatory term of the trust or a mandatory rule governing 
the institution. 

(4) Without prejudice to the generality of tiie provisions of 
clause (c) of sub-section (3), the income or the property of the 
trust or institution or any part of such income or property shall, 
for the purposes of that clause, be deemed to have been used or 
applied in a manner which results directly or indirectly in confer¬ 
ring any benefit, amenity or perquisite (whether convertible into 
money or not) on any interested person, if— 

(a) any part of the income or property of the trust or 
institution is, or continues to be, lent to any interested person 
for any period during the previous year without either adequate 
security or adequate interest or both; 

(b) any land, building or other property of the trust or 
Institution is, or continues to be, made available for the use of 
any interested person for any period during the previous year 
without charging adequate rent or other compensation; 

(c) any amount is paid by way of salary, allowance or 
otherwise during the previous year to any interested person 
out of the resources of the trust or Institution for sendees 
rendered by that person to such trust or institution and the 
amount so paid is in excess of what may be reasonably paid for 
such services; 

(d) the services of the trust or Institution are made avail¬ 
able to any interested person during the previous year without 
adequate remuneration or other compensation; 

(e) any share, security or other property is purchased by 
or on behalf of the trust or institution from any interested 
person during the previous year for a consideration which is 
more than adequate; 

(f) any share, security or other property is sold by or on 
behalf of the trust or institution to any Interested person during 
the previous year for a consideration which is less than ade¬ 
quate; 

(g) any income or property of the trust or institution is 
diverted during the previous year in favour of any interested 
person: 
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Provided that this clause shall not apply where the income,! 
or the value of the property or, as the case may bje, the aggre¬ 
gate of the Income and the value of the property so diverted 
does not exceed one thousand rupees; 

(h) any funds of the trust or Institution are, or continue 
to remain, invested for any period during the previous year In 
1 any concern in which any interested person has a substantial 
Interest; ^ 

Provided that in a case where the aggregate of the funds 
of the trust or institution invested in a concern referred to In 
this clause does not exceed five per cent, of the capital of that 
concern, the deduction imder sub-section (1) in respect of the 
amount referred to in clause (i) or clause (ii) of that sub¬ 
section shall not be denied in relation to the application of any 
income other than the income arising to the trust or institution 
from such investment, by reason only of this clause. 

(5) Where deduction has been allowed imder sub-section (1) 
for any previous year with reference to any amount referred to in 
clause (iu) of that sub-section and in any subsequent previous 
year the whole or any part of the investment or deposit in which? 
such amount is held is realised or converted into cash, the amount 
so realised or converted into cash shall, notwithstanding anything 
contained in any other provision of this Act, be deemed to be the 
income of the assessee of the previous year in which it is so realised 
or converted and shall be chargeable to tax accordingly. 

(6) The deduction under sub-section (1) shall not be allowable 
in a case where the whole or any part of the income of 
the person or, as the case may be, trust or institution referred 
to in that sub-section is chargeable to income-tax, by virtue of the 
provisions of sections 60 to 63, as the income of the author of the 
trust or founder of the institution or any other person who has made 
a transfer of any income or asset to the trust or institution. 

(7) Where the property referred to in clause (a) or clause (b) 
or clause (c) of sub-section (1) consists wholly or partly of a busi¬ 
ness undertaking, or any person, trust or institution referred to in 
clause (a) or clause (b) or clause (c) or clause (d.) of that sub¬ 
section derives income from a business carried on by him or it, 
the foregoing provisions of this section shall apply subject to the 
following conditions and with the following modifications, namely: — 

(a) separate books of account are maintained by such 
person, trust or Institution in respect of such business; such 
accounts are maintained on the cash system of accounting and 
are audited by an accountant as defined in the Explanation 
below sub-section (2) of section 288, and the person, trust or 
Institution furnishes, along with the return of Income for the 
relevant assessment year, the report of such audit in the 
prescribed form duly signed and verified by such accountant 
and setting forth such particulars as may be prescribed; 

(b) in computing the profits and gains of such business, no 
deduction shall be allowed in respect of any expenditure which 
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results directly or indirectly in the provision of any remunera¬ 
tion, perquisite, benefit or amenity to any interested person, 
whether for any services rendered or otherwise; 

(c) the provisions of sections 71 and 72 shall not be 
applicable in relation to any loss pertaining to such business; 

(d) any amount referred to in clause (i) or clause (ii) or 
clause (iii) of sub-section (I), in so far as such amount is applied 
out of the profits and gains of such business, shall qualify for 
the deduction under that sub-section, if— 

(i) such amount is so applied during the previous year; 
or 

(ii) such amount is so applied during the financial 
year next following the previous year and, until it is so 
applied, the amoimt Is kept in deposit in a separate account 
in any scheduled bank and it is not utilised for any purpose 
which is not a purpose of the trust or institution, 

and any amount which is not so applied out of such deposit 
during the financial year aforesaid shall be chargeable to tax 
as the income under the head “Profits and gains of Tiuslness 
or profession” of such person, trust or institution of the next 
following previous year and all the provisions of this Act shall 
apply accordingly; 

(e) any amount referred to in clause (iv) of sub-section ( 1 ) 
shall not be taken into account for the purpose of allowing the 
deduction under that sub-section, in so far as such amount 
relates to the profits and gains of such business; 

(f) without prejudice to the provisions of sub-section (3), 
the deduction under sub-section (1) shall not be allowed In a 
case where— 

(i) such business consists, wholly or partly, in— 

(A) the purchase and sale of any securities or shares; 
or 

(B) money-lending or financing In any form; or 

(C) speculation In securities or shares or any other 
commodities; or 

(D) engaging in the conduct of, or participating In, 
any lottery or crossword puzzle, races Including horse 
races, card games or other games of any sort or gam¬ 
bling or betting of any form or nature whatsoever; or 

(E) such other activity as may be prescribed; or 

(ii) the person, trust or institution aforesaid engages 
in any business transaction with any interested person or 
with any concern in which any interested person has a subs¬ 
tantial interest; 

(iii) such person, trust or institution enters into any 
partnership or joint venture or forms any association oj 
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persons or a body of individuals with any interested person 
or with any concern in which any Interested person has a 
substantial interest. 

(S) The Board may, by general or special order, direct that any 
power or authority conferred upon it under this section may, subject 
to such conditions and restrictions as it may think fit to impose, be 
exercised also by such officer not below the rank of a Commissioner 
as it may specify in the order. 

Explanation 1.—For the purposes of this section,— 

(a) ‘‘interested person” means— 

(i) the author of the trust or the founder of the Insti¬ 
tution; 

(ii) any person who has made a substantial contribu¬ 
tion to the trust or institution, that is to say, any person 
whose total contribution up to the end of the relevant pre¬ 
vious year exceeds twenty-five thousand rupees; 

(Hi) where such author, founder or person is a Hindu 
undivided family, a member of the family or any relative 
of such member; 

(in) any trustee of the trust or manager (by whatever 
name called) of the institution; 

(w) any relative of any such author, founder, person, 
member, trustee or manager as aforesaid; 

(vi) any concern in which any of the persons referred 
to in sub-clauses (i), (ii), (hi), (iv) and (v) has a sub¬ 
stantial interest; 

(b) “relative”, in relation to an individual, means,— 

(i) spouse of the individual; 

(ii) brother or sister of the individual; 

(iii) brother or sister of the spouse of the individual; 

(iu) any lineal ascendant or descendant of the individual; 

(v) any lineal ascendant or descendant of the spouse 
of the individual; I 

(ui) spouse of a person referred to In sub-clause (ii), 
sub-clause (iii), sub-clause (in) or sub-clause (v ); 

(mi) any Lineal ascendant or descendant of a brother 
or sister of either the individual or of the spouse of the in¬ 
dividual; I 

(c) “scheduled bank” shall have the same meaning as in 
clause (ii) of the Explanation to clause (viia) of sub-section (1) 
of section 36; 

(d) “trust” includes any other legal obligation; 

(e) any reference to “Institution” shall be construed as in¬ 
cluding also a reference to “fund”, 
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Explanation 2.—A trust, or institution created or established for 
the benefit of scheduled castes, backward classes, scheduled tribes 
or women and children shall not be deemed to be a trust or institu¬ 
tion created or established for the benefit of a religious community 
or caste within the meaning of clause (b) of sub-section (3). 

( Explanation 3.—For the purposes of this section, a person shall 
be deemed to have a substantial interest in a concern,— 

(i) in a case where the concern is a company, if its shares 
(not being shares entitled to a fixed rate of dividend whether 
with or without a further right to participate in profits) carry¬ 
ing not leas than twenty per cent, of the voting power are, at 
any time during the previous year, owned beneficially by such 
person or partly by such person and partly by one or more of 
the other persons referred to in clause (a) of Explanation 1: 

(ii) in the case of any other concern, if such person is en¬ 
titled, or such person and one or more of the other persons re¬ 
ferred to ill clause (a) of Explanation 1 arie entitled in the 
aggregate, at any time during the previous year, to not less than 
twenty per cent, of the profits of such concern.’. 

25. In section 80G of the Income-tax Act,— 

(a) in sub-section (1), in clause (i), for the words, brackets, 
figures and letter “sub-clause (Hia) or in”, the words, brackets, 

I figures and letters “sub-clause (iiio) or sub-clause (iiid) or sub- 
clause (Hie) or” shall be substituted; 

(b) in sub-section (2), after sub-clause (iiic) of clause (a), th* 

following sub-clauses shall be inserted, namely:^— i 

“(iiid) the rural development fund set up and notified by 
the Central Government in this behalf; or , 

(iiic) a trust or Institution of national importance referred 
to in clause (d) of sub-section (I) of section 80F which has as 
I its main object the undertaking of scientific research or carrying 
out of any rural development programme or any programme of 
conservation of natural resources or of afforestation of wasteland; 
or”; 

(c) for sub-section (4), the following sub-section shall be sub¬ 
stituted, namely;— 

“(4) Where the aggregate of the sums referred to In sub¬ 
clauses (iv) , (n), (vi) and (vii) of clause (a) and in clause (b) 
of sub-section (2) exceeds ten per cent, of the gross total income 
(as reduced by any portion thereof on which income-tax is not 
payable under any provision of this Act and by any amount in 
respect of which the assessee is entitled to a deduction under 
any other provision of this Chapter), then the amount in excess 
of ten per cent, of the gross total income shah, be ignored for 
the purpose of computing the aggregate of the sums in respect 
of which deduction is to be allowed under sub-secjion (!)■”; 
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(d) in sub-section (5), foj- clause (i), the following clause shaH 
be substituted, namely: — 

“(i) where the institution or fund derives any income, such I 
Income would not be liable to be included in its total income 
I under the provisions of clause (22) or clause (22A) or clause 
(23AA) or clause (23C) of section 10, or the trust or institution 
[other than the trust or institution referred to in sub-clause 
(Hie) of clause (a) of sub-section (2)] is eligible for the deduc¬ 
tion under section 80F;’'; , 

(e) in Eocplanation 2, for clauses (i) and (ii), the following 
clauses shall be substituted, namely:— 

“ (i) that, subsequent to the donation, the trust or institution 
has become ineligible for the deduction under section 80F due 
to non-compliance with any of the provisions of that section; 

(ii) that the deduction under section 8(>F is denied in re¬ 
lation to the application of any income arising to it from any 
Investment referred to In clause (h) of sub-section (4) of that 
section where the aggregate of the funds Invested by It In a 
concern referred to in the said clause (h) does not exceed five 
per cent, of the capital of that concern;". 

26. Section 80GGA of th)e Income-tax Act shall be omitted. 


2f7. In section 80-L of the Income-tax Act, in sub-section (1), after 
clause (u), the following clause shall be inserted with effect from the 1st 
day of April, 1988, namely:— j ( 

I “(va) Income received in respect of units of a Mutual Fund 
specified under clause (23D) of section 10;”. ' 

28. Section 80QQ of the Income-tax Act shall be omitted. 


29. For section 80 of the Income-tax Act. the following section shall 
bo substitutjed, namely;— ! 


“86. Where the assessee is a member of an association of persons 
or body of Individuals [other than a company or a co-operative 
society or a society registered under the Societies Registration Act, 
1800 or under any law corresponding to that Act hi force In any 
part of India, Income-tax shall not be payable by the assessee In 
respect of his share in the income of the a-ssoclation or body com¬ 
puted in the manner provided in section 07; 

Provided that,— 

(fi) where the association or body Is chargeable to tax on 
Its total income at the maximum marginal rate or any higher 
rate, under any of the provisions of this Act, the share of a 
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ber computed as aforesaid shall not be included in his total in¬ 
come; 

(b) in any other case, the share of a member computed as 
aforesaid shall form part of his total income: 

provided further that where no income-tax is chargeable on the 
total income of the association or body, the share of a nijember com¬ 
puted as aforesaid shall be chargeable to tax as part of his total 
income and nothing contained in this section shall apply to the case,". 

30. For sections 116, 117 and 118 of the Income-tax Act, the following 
sections shall be substituted with effect from the 1st day of April, 19168, 
namely: — 


"116. There shall be the following classes oi income-tax autho¬ 
rities for the purposes of this Act, namely:— 

(a) the Central Board of Direct Taxes constituted under 
the Central Boards of Revenue Act, 1963, 

54 of 1963. 

(b) Directors-General of Income-tax or Chief Commis¬ 
sioners of Income-tax, 

(c) Directors of Income-tax or Commissioners of Income-tax 
or Commissioners of Income-tax (Appeals), 

(d) Deputy Directors of Income-tax or Deputy Commis¬ 
sioners of Income-tax or Deputy Commissioners of Income-tax 
(Appeals), 

(e) Assistant Directors of Income-tax or Assistant Com¬ 
missioners of Income-tax, 

(f) Income-tax Officers, 

(Sf) Tax Recovery Officers, 

(h) Inspectors of Income-tax. 

117. (1) The Central Government may appoint such persons as 
It thinks fit to be income-tax authorities. 

(2) Without prejudice to the provisions of sub-section (1), and 
subject to the rules and orders of the Central Government regulat¬ 
ing the conditions of service of persons in public services and posts, 
the Central Government may authorise the Board, or a Director- 
General, a Chief Commissioner or a Director or a Commissioner to 
appoint income-tax authorities below the rank of an Assistant Com- 
linissioner, 

(3) Subject to the rules and orders of the Central Government 
regulating the conditions of service of persons In public services and 
posts, an income-tax authority authorised in this behalf by the 
Board may appoint such executive or ministerial staff as may be- 
necessary to assist it in the execution of its functions. 
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118. The Board may, by notification in the Official Gazette, direct 
that any income-tax authority or authorities specified In the noti¬ 
fication shall be subordinate to such other income-tax authority or 
authorities as may be specified in such notification.”. 

31. In section 119 of the Income-tax Act, with effect from the 1st day 
of April, 1988,— 

(a) in sub-section (2), in clause (b), for the words “the Com¬ 
missioner or the Income-tax Officer”, the words and brackets “any 
income-tax authority, not being a Deputy Commissioner (Appeals) or 
Commissioner (Appeals)’’ shall be substituted: 

(b) sub-section (3) shall be omitted. 

32. For section 120 of the Income-tax Act, the following section shall 
he substituted with effect from the 1st day of April, 1988, namely: — 


“120. (1) Income-tax authorities shall exercise all or any of 
the powers and perform all or any of the functions conferred on or, 
as the case may be, assigned to such authorities by or under this 
Act in accordance with such directions as the Board may Issue for 
the exercise of the powers and performance of the functions by all 
Or any of those authorities. 

(2) The directions of the Board under sub-section (1) may 
authorise any other income-tax authority to issue orders in writing 
for the exercise of the powers and performance of the functions by 
all or any of the other income-tax authorities who are subordinate 
to it. 

(3) In issuing the directions or orders referred to in sub¬ 
sections (1) and (2), the Board or other income-tax authority 
authorised by it may have regard to any one or more Of the follow¬ 
ing criteria, namely: — 

(a) territorial area; 

(b) persons or classes of persons; 

(c) incomes or classes of income; and , 

(d) cases or classes of cases. 

(4) Without prejudice to the provisions of sub-sections (1) and 
(2), the Board may, by general or special order, and subject to such 
conditions, restrictions or limitations as may be specified therein,— 

(a) authorise any Director-General or Director to perform 
such functions of any other income-tax authority as may be 
assigned to him by the Board; 

(b) empower the Director-General or Chief Commissioner or 
Commissioner to issue orders in writing that the powers and 
functions conferred on, or as the case may be, assigned to, the 
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Assessing Officer by or under this Act in respect of any specified 
area or persons or classes of persons or incomes or classes of 
income or cases or classes of cases, shall be exercised or perform¬ 
ed by a Deputy Commissioner, and, whei’e any order is made 
under this clause, references in any other provision of this Act 
or in any rule made thereunder to the Assessing Officer shall be 
deemed to be references to such Deputy Commissioner by whom 
the powers and functions are to be exercised or performed under 
such order, and any provision of this Act requiring approval or 
sanction of the Deputy Commissioner shall not apply. 

(5) The directions and orders referred to in sub-sections (1) and 
(2) may, wherever considered necessary or appropriate for the 
proper management of the work, require two or ihbre Assessing 
Officers (whether or not of the same class) to exercise and perform, 
concurrently, the powers and functions in respect of any area or 
persons or classes of persons or incomes or classes of income or 
cases or classes of cases; and, where such powers and functions are 
exercised and performed concurrently by the Assessing Officers of 
different classes, any authority lower in rank amongst them shall 
exercise the powers and perform the functions as any higher 
authority amongst them may direct, and, further, references in any 
other provision of this Act or in any rule made thereunder to the 
Assessing Officer shall be deemed to be references to such higher 
authority and any provision of this Act requiring approval or 
sanction of any such authority shall not apply. 

(6) Notwithstanding anything contained in any direction or 
order issued under this section, or in section 124, the Board may, 
by notification in the Official Gazette, direct that for the purpose of 
furnishing of the return of income or the doing of any other act 
or thing under this Act or any rule made thereunder by any person 
or class of persons, the income-tax authority exercising and per¬ 
forming the powers and functions in relation to the said person or 
class of persons shall be such authority as may be specified in the 
notification.”. 

33. Sections 121, 121A, 122, 123, 125, 125A, 126, 128, 130 and 130A of 
the Income-tax Act shall be omitted with effect from the 1st day of April, 
1988. 


34. For section 124 of the Income-tax Act, the following section shall 
ba substituted with effect from the 1st day of April, 1988, namely; — 


‘T24. (1) Where, by virtue of any direction or order issued 
under sub-section (1) or sub-section (2) of section 120, the Assessing 
Officer hals been vested with jurisdiction (jver any area, within 
the limits of such area, he shall have jurisdiction— 
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(a) in respect of any person carrying on a business or pro¬ 
fession, if the place at which he carries on his business or pro¬ 
fession is situate within the area, or where his business or pro¬ 
fession is carried on in more places than one, if the principal 
place of his business or profession is situate within the area, 
and 

(b) in respect of any other person residing within the area- 

(2) Where a question arises under this section as to whether an 
Assessing Officer has jurisdiction to assess any person, the question 
shall be determined by the Director-General or the Chief Commis¬ 
sioner or the Commissioner; or where the question is one relating to 
areas within the jurisdiction of different Directors General or Chiief 
Commissioners or Commissioners, by the Directors General or Chief 
Commissioners or Commissioners concerned or, if tbhy are not in. 
agreement, by the Board or by such Director General or Chief Com¬ 
missioner or Commissioner as the Board may, by notification in the 
Official Gazette, specify. 

(3) No person shall be entitled to call in question the jurisdic¬ 
tion of an Assessing Officer— 

(a) where he has made a return under sub-section (1) of 
section 139, after the expiry of one month from the date on 
which he was served with a notice under sub-section (1) of 
section 142 or sub-section (2) of section 143 or after the com¬ 
pletion of the assessment, whichever is earlier; 

(b) where he has made no such return, after the expiry of 
the time allowed by the notice under sub-section X^) 
section 142 or under section 148 for the making of the return or 
by the notice under the first proviso to section 144 to show 
cause why the assessment should not be completed to the best 
of the judgment of the Assessing Officer, whichever is earlier. 

(4) Subject to the provisions of sub-section (3), where an 
assessee calls in question the jurisdiction of an Assessing Officer, 
then the Assessing Officer shall, if not satisfied with the correctness 
of the claim, refer the matter for determination under sub-section 
(2) before the assessment is made. 

(5) Notwithstanding anything contained in this section or in 
any direction or order issued under section 120, every Assessing 
Officer shall have all the powers conferred by or under this Act 
on an Assessing Officer in respect of the income accruing or arising 
or received within the area, if any, over which he has been vested 
with jurisdiction by virtue of the directions or orders issued under 
sub-section (1) or sub-section (2) of section 120.”. 

S5. For section 127 of the Income-tax Act. the following section .shall 
be substituted with effect from the 1st day of April, 1988, namely: — 


‘127. (I) The Director Genera] or Chief Commissioner or Com¬ 
missioner may, after ghdng the assessee a reasonable opportunity of 
being heard in the matter, whericver it is possible to do so, and after 
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recording his reasons for doing so, transfer any case from one or 
more Assessing Officers subordinate to ium (whether with or without 
concurrent jurisdiction) to any other Assessing Officer or Assessmg 
Otffeers (whether with or without concurrent jurisdiction) also sub¬ 
ordinate to him. 

(2) Where the Assessing Officer or Assessing Oificers from 
whom the case is to be transferred and the Assessing Officer or 
Assessing Officers to whom the case is to be transferred are not 
subordinate to the same Director Genieral or Chief Commissioner or 
Commissioner,— 

(u) where the Directors General or Chief Commissioners or 
Commissioners to whom such Assessing Officers are subordinate 
are in agreement, then the Director General or Chief Commis¬ 
sioner or Commissioner from whose jurisdiction the casp is to be 
transferred may, after giving the assessee a reasonable oppor¬ 
tunity of being heard in the- matter, wherjCver it is possible to do 
so, and after recording his reasons for doing so, pass the order; 

(b) where the Directors General or Chief Commissioners or 
Commissionjers aforesaid are not in agreement, the order trans¬ 
ferring the case may, similarly, be passed by the Board or any 
such Director General or Chief Commissioner or Commissioner 
as the Board may, by notification in the Official Gazette, authorise 
in this b|ehalf. 

(3) Nothing in sub-section (1) or sub-section (2) shall be 
deemed to require any such opportunity to be given where the trans¬ 
fer is from any Assessing Officer or Assessing Officers (whether 
with or without concurrent jurisdiction) to any other Assessing 
Officer or Assessing Officers (whether with or without concurrent 
jurisdiction) and the offices of all such officers are situated in the 
same city, locality or place. 

(4) The transfer of a case under sub-section (I) or sub-section 
(2) may be made at any stage of the proceedings, and shall not 
render necessary the re-issUe of any notice already issued by the 
Assessing Officer or Assessing Officers from whom the case is 
transferred. 

Explanation .—In section 120 and this section, the word “case”, 
in relation to any person whose name is specified in any order or 
direction issued thereunder, means all proceedings under this Act 
in respect of any year which may be pending on the date of such 
order or direction or which may have been completed on or before 
such date, and includes also all proceedings under this Act which 
may be commenced after the date of such order or direction In 
respect of any year.’, 

36. In section 131 of the Income-tax Act,— 

(a) in sub-section (lA), for the words “If the Assistant Director 
of Inspection”, the words, brackets and figures “If the Director- 
General or Director, or the authorised officer referred to in sub¬ 
section (1) of section 132, before he takes action under clauses (i) 
to (t>^ of that BUb-section,” shall be substituted; 
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(b) sub-section (2) shall be omitted. 

3i7. In section 132 of the Income-tax Act,— 

(a) in sub-section (1),— 

(i) for the words “or Income-tax Officer” occurring in 
clauses (A) and (B), the words “Assistant Commissioner or 
Income-tax Officer” shall be substituted; 

I (ii) in the proviso, for the word and figures “section 121”, 
the word and figures “section 120” shall be substituted; 

(b) in sub-section (lA), for the word and figures “section 121”, 
the word and figures “section 120” shall be substituted; 

(c) in sub-section (3), the following Explmiation shall be insert¬ 
ed at the end, namely: — 

"Explanation,—For the removal of doubts, it is hereby 
declared that serving of an ordjer as aforesaid under this sub¬ 
section shall not be deemed to be seizure of such books of account, 
other documents, money, bullion, jewellery or oth^er valuable 
article or thing under clause (iii) of sub-section (!)•”; 

(d) in sub-section (4), the following Explanation shall be insert¬ 
ed at the end, namely:'— 

“Explanation .—For the removal of doubts, it is hereby declar¬ 
ed that the examination of any person under this sub-section 
I may be not merely in respect of any books of account, other 
documents or assets found as a result of the search, but also in 
respect of all matters relevant for the purposes of any investiga¬ 
tion connected with any proceeding under the Indian Income-tax 
Act, 1922, or under this Act.”; 

(c) after sub-section (S), the following sub-section shall be in¬ 
serted, namely: — 

“(SA) An order under sub-section (3) shall not be in force 
for a period exceeding sixty days from the date of the order, 
except where the authorised officer, for reasons to be recorded by 
him in writing, extends the period of operation of the order be¬ 
yond sixty days, after obtaining the approval of the Commis¬ 
sioner for such extension: 

Provided that the Commissioner shall not approve the ex¬ 
tension of the period for any period beyond the expiry of thirty 
days after the completion of all the proceedings under this Act 
in respect of the years for which the books of account, other do¬ 
cuments, money, bullion, jewellery or other valuable articles or 
things are relevant.”; 

(/) in Explanation 1, for the words, brackets and figure “the 
period of one hundred and twenty days for the purposes of sub-section 
(5)”, the words, brackets and figure “the period referred to In sub¬ 
section (5) for the purposes of that sub-section” shall be substituted. 


a of 1922. 
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38. In section 132A of the Income-tax Act, in sub-section (I), for the 
words “or Income-tax Officer", the words “, Assistant Commissioner or 
Income-tax Officer” shall be substituted. 

39. In section 133 of the Income-tax Act,— 

(a) in clause (4), for the words “four liundred rupees", the words 
“one thousand rupees, or such higher amount as may be prescribed" 
shall be substituted; 

(b) the following proviso shall be added at the end, namely: — 

“Provided that the powers referred to in clause (6), may 
also be exercised by the Director-General, the Chief Commis¬ 
sioner, the Director and the Commissioner.”, 

40. In section 133A of the Income-tax Act, in the Ex~planation, in clause 
(a), for the words “if so authorised by the Income-tax Officer”, the words 
“if so authorised by any such authority” shall be substituted. 

41. In section 133 of the Income-tax Act, in sub-section (1),— 

(i) in clause (a), for the words and figures “relating to any 
assessee in respect of any assessment made under this Act or under 
the Indian Income-tax Act, 1922”, the following shall be substituted, 
namely: — 

“received or obtained by any income-tax authority in the 
performance of his functions under this Act"; 

(if) in clause (b),— 

(1) for the words, figures and letters “in respect of any 
assessment made under thi.s Act or the Indian Income-tax Act, 
1922 on or after the 1st day of April, 1930”, the words “received 
or obtained by any income-tax authority in the performance of 
his functions under this Act” shall be substituted; 

(2) the words “in respect of that assessment only” shall he 
omitted. 

42. In section 139 of the Income-tax Act,— 

(a) for sub-section (1), the following sub-section shall be sub¬ 
stituted, namely: — 

‘(1) Every person, if his total income or the total income of 
any other person in respect of which he is assessable under this 
Act during the previous year exceeded the maximum amount 
which is not chargeable to income-tax, shall, on or before the 
due date, furnish a return of his income or the income of such 
other person during the previous year, in the prescribed form and 
verified in the prescribed manner and setting forth such other 
particulars as may be prescribed. 

Explanation. —^In this sub-section, “due date’’ means— 

(a) where the assessee is a company the 31st day of 
December of the assessment year; 
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(b) where the assessee is a person, other than a com¬ 
pany,— 

(i) in a case where the accounts of the assessee are 
1 required, under this Act or any other law to be audited, 

or in the case of a co-operative society, the 31st day of 
I October of the assessment year; 

(ii) in a case where the total income referred to in 
this sub-section includes any income from business or 
profession, not being a case falling under sub-clause (i), 
the Slst day of August of the assessment year; 

(Hi) in any other case, the BOth day of June of the 
assessment year.'; 

(b) sub-section (2) shall be omitted; 

(c) in sub-section (3) [as amended by section 12 of the Taxation 

Laws (Amendment and Miscellaneous Provisions) Act, 1986],— 40 

(i) the words, brackets and figure “has not been served 
with a notice under sub-section (2),’’ shall be omitted; 

(ii) the words “or by the thirty-first day of July of the 
assessment year relevant to the previous year during which the 
loss was sustained” shall be omitted; 

(d) for sub-sections (4) and (4A), the following sub-sections 
shall be substituted, namely:— 

“(4) Any person who has not furnished a return within the 
time allowed to him under sub-section ( 1 ), or within the time 
allowed under a notice issued under sub-section ( 1 ) of section 
142, may furnish the return for any previous year at any time 
before the expiry of one year from the end of the relevant 
assessment year or before the completion of the assessment, 
whichever is earlier: 

Provided that where the return relates to a previous year 
relevant to the assessment year commencing on the 1 st day of 
April, 1988, or any earlier assessment year, the reference to one 
year aforesaid shall be construed as a reference to two years 
from the end of the relevant assessment year. 

(4A) Every person, trust or institution referred to in sub¬ 
section (1) of section 80F shall, if the total Income in respect of 
which such person, trust or institution is assessable (the total 
income for this purpose being computed without giving effect to 
the provisions of that section) exceeds the maximum amount 
which is not chargeable to income-tax, furnish a return of such 
Income of the previous year, in the prescribed form and verified 
in the prescribed manner and setting forth such other particulars 
as may be prescribed, and all the provisions of this Act shall, so 
far as may be, apply as if it were a return required to be 
furnished under sub-section (I).”; 
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(e) for sub-section (5), the following sub-section shall be substi¬ 
tuted, namely; — 

“ (5) If any person, having furnished a return under sub¬ 
section (1), or in pursuance of a notice issued under sub-section 
(I) of section 142, discovers any omission or any wrong state¬ 
ment therein, he may furnish a revised return at any time 
before the expiry of , one year from the end of the relevant 
assessment year or before the completion of the assessment, 
whichever is earlier. 

Provided that where the return relates to the previous year 
relevant to the assessment year commencing on the 1st day of 
April, 1988, or any earlier assessment year, the reference to 
one year aforesaid shall be construed as a reference to two years 
frtjrn the end of the relevant assessment year.”; 

(/) in sub-sections (6) and (6A), for the words, brackets and 
figures “in sub-sections (1), (2) and (3)”, the words, brackets and 
figures “in sub-sections (1) and (3) of this section, and in clause (i) 
of sub-section (1) of section 142” shall be substituted; 

(fif) sub-section (7) shall be omitted; 

(h) in sub-section (8), after clause (b), the following clause 
shall be inserted, namely; — 

“ (c) The provisions of this sub-section shall apply in respect 
of the assessment for the assessment year commencing on the 
1st day of April, 1988, or any earlier assessment year, and refer¬ 
ences therein to the other provisions of this Act shall be cons¬ 
trued as references to the said provisions as they were appli- 
I cable to the relevant assessment year.”; 

(1) in sub-section (10), in the proviso, for clauses (c) and (d), 
the following clauses .shall be substituted, namely;— , 

“ (c) a return of loss which has been furnished in accordance 
with the provisions of sub-section (3); 

(d) a return furnished under sub-section (4A), in respect oE 
a person, trust or institution referred to in sub-section (1) of 
section 80F;’’. 

43. In section 139A of the Income-tax Act,— 

(i) in sub-sections (I) and (2), for the words “any accounting 
year”, the words “any previous year” shall be .substituted; 

(ii) in sub-section (fi), after clause (b), the following clause 
shall be inserted, namely; — 

“(c) the categorie,s of documents pertaining to business or 
I profession of the persons to whom permanent account numbers 
have been allotted, in which such numbers shall be quoted by 
them.”; 
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44. In section 140 of the Income-tax Act,— 

(i) for clause (a), the following clause shall be substituted, 
namely: — 

“ (a) in the case of an individual,—■ 

((.) by the individual himself; 

(ii) where he is absent from India, by the individual 
himself or by some person duly authorised by him in this 
behalf; 

(Hi) where he is menially incapacitated from attending 
to his affairs, by his guardian or any other person competent 
to act on his behalf; and 

(iu) where, for any other reason, it is not possible for 
the individual to sign the return, by any person duly autho¬ 
rised by him in this behalf: 

Provided that in a case referred to in sub-clause (ii) or sub- 
clause (iv), the person signing the return holds a valid power 
of attorney from the individual to do so, which shall be attached 
to the return;”; 

(ii) to clause (c), the following provisos shall be added, namely:— 

“Provided that where the company is not resident In India, 
the return may be signed and verified by a person who holds 
a valid power of attorney from such company to do so, which 
shall be attached to the return: 

Provided further that,— 

(a) where the company is being wound up, whether 
under the orders of a court or otherwise, or where any per¬ 
son has been appointed as the receiver of any assets of the 
company, the return shall be signed and verified by the 
liquidator referred to in sub-section (1) of section 178; 

(b) where the management of the company has been 
taken over by the Central Government or any State Gov¬ 
ernment under any law, the return of the company shall'be 
signed and verified by the principal officer thereof;”; 

(Hi) after clause (d), the following clause shall be inserted, 
namely; — 

‘‘ (dd) in the case of a political party referred to in sub¬ 
section (4B) of section 139, by the chief executive officer of such 
party (whether such chief executive officer is known as secretary 
or by any other designation);”. 

45. In section 140A of the Income-tax Act,— 

(a) in sub-section (2),— 

(i) for the words “the assessee shall be liable to pay such 
tax belore furnishing the return and the return shall be accom- 
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panicd by proof of j)ayment of such tax", the following shall 
be substituted, namely;-— 

“the assessee shall be liable to pay such tax, together with 
interest payable under any provision of this Act for any 
delay in furnishing the return or any default or delay In 
payment of advance lax, before furnishing the return and 
the return shall be accompanied by proof of payment of 
such tax and interest”; 

(ii) the following Eocjjlanation shall be Inserted at the end, 
namely; — 

“Explanation.- —Where the amount paid by the assessee 
under this sub-section falls short of the aggregate of the 
tax and interest as aforesaid, the amount so paid shall first 
be adjusted towards the interest payable as aforesaid and 
the balance, if any, shall be adjusted towards the tax pay¬ 
able.’’; 

(b) for sub-section (3), the following sub-section shall be sub¬ 
stituted, namely: — 

“ (3) If any assessee fails to pay the whole or any part of 
such tax or interest or both in accordance with the provisions 
of sub-section (I), he shall, without prejudice to any other conse¬ 
quences which he may incur, be deemed to be an assessee in 
default In respect of the tax or interest or both remaining un¬ 
paid, and all the provisions of this Act shall apply accordingly-’’. 

46. Section 141A of the Income-tax Act shall be omitted. OmlsBion 

of ae,ctlon 
141A. 

47, In section 142 of the Income-tax Act, in sub-section- (I), — Amend¬ 

ment of 

(a) in the opening para.graph, lor the words, brackets and figures section 
“or to whom a notice has been issued under sub-section (2) of section 

139 (whether a return has been made or not)’’, the words, brackets 
and figure “or in whose case the time allowed under sub-section (I) 
of that section for furnishing the return lias expired’’ shall be subs¬ 
tituted; 

(b) clauses (i) and (h) .shall be re-numbered as clauses (ii) and 
(Hi) thereof respectively, and before clause (ii) as so re-numbered, 
the following clause shall be inserted, namely; — 

“(i) where such person has not made a return before the 
end of the relevant assessment year,, to furnish a return of his 
income or the income of any other person in respect of which 
he is assessable under this Act, in the prescribed form and veri¬ 
fied in the prescribed manner and setting forth such other parti¬ 
culars as may be prescribed, or". 
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48. For section 143 of the Income-tax Act, the following section shall 
be substituted, namely:— ■ 


'‘143. (1) (a) Where a retuim has been made under section I3d, 
or in response to a notice under sub-section (1) of section 142,— 

(i) if any tax or interest is found due on the basis of such 
return, after adjustment of any tax deducted at source, any ad¬ 
vance tax paid and any amount paid otherwise by way of tax 

I or interest, then, without prejudice to the provisions of sub¬ 
section (2), an intimation shall be sent to the assessee specify¬ 
ing the sum so payable, and such Intimation shall be deemed 
to be a notice of demand issued under section 156 and all the 
provisions of this Act shall apply accordingly; and 

(ii) if any refund is duje on the basis of such return, It shall 
be granted to the assessee: 

Provided that in computing the tax or interest payable by, or 
refundable to, the assessee, the following adjustments shall be made 
in the income or loss dieclared in the return, namely: — 

(i) any arithmetical errors in the return, accounts or docu¬ 
ments accompanying it shall be rectified; 

(ii) any loss carried forward, deduction, allowance or 
relief, which, on the basis of the Information available in 
such return, accounts or documents, is prima facie admissible 
but which is not claimed in the return, shall be allowed; 

(in) any loss carried forward, deduction, allowance or relief 
claim|ed in the return, which, on the basis of the information 
available in such return, accounts or documents,, is prima 
facile inadmissible, shall be disallowed. 

(b) Where, as a result of an order made under .section 147 or 
section 154 or section 155 or section 250 or section 254 or section 260 
or section 263 or section 263 or section 264, or any order of settlement 
made under sub-section (4) of section 245D relating to any earlier 
assessment ytear and passed subsequent to the filing of the return 
referred to in clause (a), there Is any variation in the carry forward 
loss, deduction, allowance or relief claimed in the return, and as a 
result of which,— i 

(i) if any tax or interest is found due, an intimation shall be 

sent to the asses.see specifying the sum so payable, and such 
Intimation shall be deemed to be a notice of demand issued under 
section 156 and all the provisions of this Act shall apply accord¬ 
ingly, and ' 

(ii) if any refund is due, it shall be granted to the assessee: 

Provided that an intimation for any tax or interest due under 
this clause shall not be sent after the expiry of four years frorp the 
end of the financial year in which any such order was passed^ 
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(2) In a case referred to in sub-section (I), if the Assessing 
Officer considers it necessary or expedient to ensure that the assessee 
has not understated the income or has not computed excessive loss 
or has not under-paid the tax in any manner, he shall serve on the 
assessee a notice requiring him,, on a date to be specified therein, 
either to attend his office or to produce, or cause to be produced 
there, any evidence on which the assessee may rely in support of 
the return; 

Provided that no notice under this sub-section shall be served 
on the assessee after the expiry of the financial year in which the 
1 return is furnished or the expiry of six months from the end of the 
month in which the return is furnished, whichever is later. 

(3) On the day specified in the notice issued under sub-section 
(2), or as soon afterwards as may be, after hearing such evidence 
as the assessee may produce and such other evidence as the Assess¬ 
ing Officer may require on specified points, and after taking into 
account all relevant material which he has gathered, the Assessing 
Officer shall, by an order in writing, make an assessment of the 
total income or loss of the assessee, and determine the sum payable 
by him on the basis of such assessment,”. 

49. In section 144 of the Income-tax Act,— 

(a) in clause (a), for the words, brackets and figures “by any 
notice given under sub-section (2) of section 139”, the words, brackets 
and figures “under sub-section (1) of section 139” shall be substituted; 

(b) for the words “shall make the assessment”, the words “shall, 
after giving the assessee an opportunity of being heard, make the 
assessment” shall be substituted; 

(c) the words “or refundable to the assessee” shall be omitted; 

(d) the following provisos shall be added at the end, namely: — 

“Provided that such opportunity shall be given by the As¬ 
sessing Officer by serving a notice calling upon the assessee to 
show cause, on a date and time to be specified in the notice, 
why the assessment should not be completed to the best of his 
judgment; 

Provided further that it shall not be necessary to give such 
opportunity in a case where a notice under sub-section (1) of 
section 142 has been issued prior to the making of an assessment 
under this section.”. 

50. In section 144A of the Income-tax Act, sub-section (2) shall be 
omitted. 


51. Section 144B of the Income-tax Act shall be omitted. 
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52. In section 145 of the Income-tax Act, in sub-section (1), after 
tlie proviso, the following proviso shall be inserted, namely: — 

“Provided further that where no method of accounting Is re¬ 
gularly employed by the assessee, any income by way of interest on 
securities shall be chargeable to tax as the income of the previous 
year in which such interest is due to the assessee.”. 

53. Section 146 of tlie Income-tax Act shall be omitted. 


54. For sections 147 and 14'3 of the Income-tax Act, the following 
sections shall be substituted, namely; — 


“147, If the Assessing Officer, for reasons to be recorded by him 
in writing, is of the opinion that any income chargeable to tax has 
escaped assessment for any assessment year, he may, subject to the 
provisions of sections 148 to 153, assess or reassess such income and 
also any other income chargeable to tax which has escaped assessment 
and which comes to his notice subscciucntly in the course of the pro¬ 
ceedings under this section, or recompute the loss or the depreciation 
allowance or any other allowance, as the case may be^ for the assess, 
ment year concerned (hereafter in this section and in sections 148 to 
153 referred to as the relevant assessment year); i 

Provided that where an assessment under sub-section (5) of 
section 143 or this section has been made for the relevant assess¬ 
ment year, no action shall be taken under this section after the 
expiry of four years from the end of the relevant assessment year, 
unless any income chargeable to tax has escaped assessment for such 
assessment year by reason of the failure on the part of the assessee 
to make a return under section 139 or in response to a notice Issued 
under sub-section (I) of section 142 or section 148 or to disclose fully 
and truly all material facts necessary for his assessment for that 
assessment year. , , 

Explanation 1.—Production before the Assessing Officer of 
account books or other evidence from which material evidence 
could with due diligence have been discovered by the Assessing 
Officer will not necessarily amount to disclosure within the mean¬ 
ing of the foregoing proviso. 

Explanation 2 .—For the purposes of this section, the following 
shall also be deemed to be cases where income chargeable to tax 
has escaped assessment, namely: — 

, (a) where no return of income has been furnished by the 

assessee although his total income or the total income of any 
other person in respect of which he is assessable under this Act 
durin.g the previous year exceeded the maximum amount which 
Is not chargeable to income-tax; 
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(b) where a return of income has been furnished by the 

assessee but no assessment has been made and it is noticed by 
the Assessing Officer that the assessee has understated the income 
or has claimed excessive loss, deduction, allowance or relief in 
the return; , 

(c) where an assessment has been made, but— 

(i) income chargeable to tax has been underassessed; or 

(ii) such income has been assessed at too low a rate; or 

(iii) such income has been made the subject of exces¬ 
sive relief under this Act; or, 

(iv) excessive loss or depreciation allowance or any 
other allowance under this Act has been computed. 

I 148. Before making the assessment, reassessment or recompu¬ 
tation under section 147, the Assessing Officer shall serve on the 
assessee a notice requiring him to furnish within 'such period, not 
being less than thirty days, as may be specified in the notice, a 
return of his income or the income of any other person in respect of 
which he is assessable under this Act during the previous year 
corresponding to the relevant assessment year, in the prescribed 
form and verified in the prescribed manner and setting forth such 
other particulars as may be prescribed; and the provisions of this 
Act shall, so far as may be, apply accordingly as if such return were 
a return required to be furnished under section 139.”. 

55. In section 149 of the Income-tax Act, for sub-section (1), the 
following sub-section shall be substituted, namely: — 

“(1) No notice under section 148 shall be issued for the rele¬ 
vant assessment year,— 

(a) in a case where an assessment under sub-section (3) of 

section 143 or section 147 has been made for such assessment 
year,— i ^ 

(i) if four years have elapsed from the end of the rele¬ 

vant assessment year, unless the case falls under sub-clause 

(ii) or sub-clause (iii); , 

(ii) if four years, but not more than seven years, have 
elapsed from the end of the relevant assessment year unless 
the income chargeable to tax which has escaped assessment 
amounts to or is likely to amount to rupees fifty thousand 

, or more for that year; 

(iii) if seven years, but not moit than ten years, have 
elapsed from the end of the relevant assessment year, unless 
the income chargeable to tax which has escaped assessment 
amounts to or is likely to amount to more than rupees one 
lakh or more for that year; 

(b) In any other case,— 

(i) if four years have elapsed from the end of the rele¬ 
vant assessment year, unless the case falls under sub-clause 
(ii) or sub-clause (iii); 
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(ii) if four years, but not more than seven years, have 
elapsed from the end of the relevant assessment year, unless 
the income chargeable to tax which has escaped assessment 
amounts to or is likely to amoimt to rupees twenty-five 
thousand or more for that year; 

(iii) if seven years, but not more than ten years, have 
elapsed from the end of the relevant assessment year, unless 
the income chargeable to tax which has escaped assessment 
amounts to or is likely to amount to rupees fifty thousand 
or more for that year. 

Explanation .—In determining income chargeable to tax which 
has escaped assessment for the purposes of this sub-section, the 
provisions of Explanation 2 of section 147 shall apply as they apply 
for the purposes of that section.”. 

56. In section 150 of the Income-tax Act, in sub-section (1), the 
words “or by a comt in any proceeding under any other law” shall be 
added at the end. 

57. For section 151 of the Income-tax Act, the following section shall 
be substituted, namely: — 


“151, (1) In a case where an assessment under sub-section 
(3) of section 143 or section 147 has been made for the relevant 
assessment year, no notice shall be issued under section 148 except 
by an Assessing Officer of the rank of Assistant Commissioner or 
Deputy Commissioner: 

Provided that, after the expiry of four years from the end of 
the relevant assessment year, no such notice shall be issued unless 
the Chief Commissioner or Commissioner is satisfied, on the reasons 
recorded by the Assessing Officer aforesaid, that it is a fit case for 
the issue of such notice. i 

(2) In a case other than a case falling under sub-section (1), no 
notice shall be issued under section 148 by an Assessing Officer, who 
Is below the rank of Deputy Commissioner, after the expiry of four 
years from the end of the relevant assessment year, unless the 
Deputy Commissioner Is satisfied, on the reasons recorded by such 
Assessing Officer, that it Is a fit case for the Issue of such notice.”. 

58. In section 152 of the Income-tax Act, in sub-section (2), for the 
woras, brackets, letter and figures “in circumstances falling under 
clause (b) of section 147”,, the words and figures “under section 147” 
shall be substituted. 

59. In section 153 of the Income-tax Act,— 

(o) for sub-section (1), the following sub-section shall be 
substituted, namely:— 

“(1) No order of assessment shall be made under section 

143 or section 144 at any time after the expiry of two years 
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from the end of the assessment year in which the income was 
first assessable.”; 

(b) for sub-section (2), the following sub-section shall be 
substituted, namely: — 

“(2) No order of assessment, reassessment or recompu¬ 
tation shall be made under section 147 after the expiry of two 
years from the end of the financial year in which the notice 
under section 148 was served: 

Provided that where the notice under section 148 was 
served on or before the 31st day of March, 1987, such assessment, 
reassessment or recomputation may be made at any time up to 
the 31st day of March, 19910.”; 

(c) clause (iv) of Explanation 1 shall be omitted. 

60. In section 154 of the Income-tax Act, for sub-section (1), the 
following sub-section shall be substituted, namely: — 

“(1) With a view to rectifying any mistake apparent from the 
record an income-tax authority referred to in section 116 may— 

(a) amend any order passed by it under the provisions of 
this Act; 

(b) amend any intimation sent by it under sub-section (1) 
of section 143, or enhance or reduce the amount of refund 
granted by it under that sub-sectlon.". 

61, In section 155 of the Income-tax Act,— 

(a) in sub-section (1), in the opening paragraph, for the words 
“Where in respect of any completed assessment of a partner in a 
firm”, the words, figures and letters “Where, in respect of any 
completed assessment of a partner in a firm for the assessment year 
commencing on the 1st day of April, 1989, or any earlier assessment 
year,” shall be substituted; 

(b) sub-sections (3) and (13) shall be omitted; 

(c) sub-sections (5B), (6), (7A), (8), (8A), (9), (9A), (10), 
(lOB) and (IOC) shall be omitted with effect from the 1st day of 
April, 1992. 

62- In section 158 of the Income-tax Act, for the words “Whenever a 
registered firm is assessed”, the words, figures and letters “Whenever, in 
respect of the assessment year commencing on the 1st day of April, 1988, 
or any earlier assessment year, a registered firm is assessed” shall be 
gubs|;i(;ute4, 
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Insertion 
of new 
Chapter 
XIV-B, 


63, After section 158A of the Income-tax Act, the following Chapter 
shall be inserted, namely: — 

“CHAPTER XIV-B 


Charge of additional income-tax in certain cases 


Addi¬ 
tional in¬ 
come-tax. 


158B- (1) AVhere, in the case of any person, the total income 
determined in the regular assessment for any assessment year 
(hereafter in this section referred to as assessed income) exceeds 
the total income declared in the return of income furnished by such 
person for that assessment year (hereafter in this section referred 
to as returned income) by any amount, the Assessing Officer shall 
make an order in writing that such person shall, apart from the sum 
determined as payable by him on the basis of the assessment under 
section 143 or section 144, be liable to pay, by way of additional 
income-tax, In respect of the said assessment year, a sum calculated 
on such excess amount at the rate of thirty per cent. 


(2) For the purposes of sub-section (I),— 

(a) where such person has furnished two or more returns 
of income for the same assessment year, the total income de¬ 
clared in the return furnished last before the service of a notice 
under sub-section (2) of section 143 on such person shall be 
treated as the returned Income; 

(b) where such person fails to furnish the return of income 
in respect of any assessment year and the assessment for that 
year is made under section 144, the returned income shall he 
taken to be the total income on which tax, by way of advance 
tax, deduction of tax at source and otherwise, has been paid, 
and where no such tax has been paid, the returned income shall 
be taken to be nil; 


(c) where such person fails to furnish a return of income for 
any assessment year under section ISO", but furnishes such return 
after he is served with a notice under section 148, the returned 
income shall be taken to be the total income on which tax, by 
way of advance tax, deduction of tax at source and otherwise, 
has been paid, and where no such tax has been paid, the re¬ 
turned income shall be taken to be nil; 

(d) where such person has furnished a return of loss under 
sub-section (3) of section 139 for any assessment year, the addi¬ 
tional Income-tax under sub-section (1) shall be calculated at 
the rate specified in that sub-section on the sum or, as the case 
may be, the aggregate of the sums by which the loss is reduced 
to a lower amount or, as the case may be, converted into a 
positive amount of income in the regular asses,snumr, 

(3) Where, as a result of an order under section 147 or section 
l.'i4 or section 185 or section 250 or section 254 or section 260 or 
section 262 or section 263 or section .264 or an order of settlement 
passed under sub-secticn (4) of section 245D, the amount on which the 
pdditionpl income-tax is payable under sub-section (1) has been 
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increased or reduced, as the case may be, the additional income-tax 
shall be increased or reduced accordingly, and,— , ^ 

(i) in a case where the additional income-tax Is increased, 
the Assessing OfiS-cer shall serve on the assessee a notice of demand 
in the prescribed form specifying the sum payable, and such notice 
of demand ihall be deemed to be a notice under section 166 and 
all the provisions of this Act shall apply accordingly; 

(ii) in a case where the additional income-tax is reduced, the 
excess iimount paid, if any, shall be refunded. 

i4) The Chief Commissioner or Commissioner may, in his discre¬ 
tion, whether on his own motion or otherwise, waive or reduce the 
amount of additional income-tax payable under sub-section (I) by 
any person, if he is satisfied that the whole or, as the case may be, 
any part of the excess amoxmt referred to in that sub-section is attri¬ 
butable to any amount added or disallowed in computing the assessed 
income or loss as a result of the rejection of any explanation (by way 
of interpretation of any provision of this Act or otherwise) offered 
by such person, if such explanation is bona fide and all the facts re¬ 
lating to the same and material to the computation of the assessed 
Income or loss have been disclosed by him: 

Provided that— , 

(i) where an appeal before the Deputy Commissioner 
(Appeals) or the Commissioner (Appeals) has also been filed 
by the assessee against the order of assessment, the petition for 
waiver or reduction of the amount of additional income-tax can 
be filed by the assessee only after the decision on such appeal; 

(ii) the petition for waiver or reduction of the amount of 

additional ^ncome^x shall be accompanied by a fee of one 
hundred rupees. i 

(5) Where, in the course of a search under section 132, the 
asaessee is found to be the owner of any money, bullion, jewellery or 
other valuable article or thing and the assessee claims that such assets 
have been acquired by him by utilising (wholly or In part) his 
Income,— 

(a) for any previous year which has ended before the date 
of the search, but the return of income for such year has not 
been furnished before the said date or, where such return has 
been furnished before the said date, such Income has not been 
declared therein; or 

(b) for any previous year which is to end on or after the date 

of the search, 

then, notwithstanding that such income is declared by him in any 
return of Income furnished on or after the date of the search, such 
income ^lall not, for the purposes of liability to the additional income 
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tax under this section, be treated as forming part of the returned 
income, unless,— 

(i) such income is, or the transactlpns resulting In such 
income are, recorded,— 

(A) in a case falling under clause (a), before the date 
of the search; and 

I (B) In a case falhng under clause (b), on or before 

the date of the search, 

In the books of account. If any, maintained by him for any source 
of income or such Income is otherwise disclosed to the Chief 
Commissioner or Commissioner before the said date; or 

(ii) the assessee, in the course of the search, makes a state* 
ment under sub-section (4) of section 132 that the money, bullion, 
jewellery or other valuable article or thing found in his posses¬ 
sion or under his control, has been acquired out of his income 
which has not been disclosed so far in his return of income to be 
furnished before the expiry of the time specified in sub-section 
(1) of section 139, and also specifies in the statement the manner 
In which such income has been derived and pays the tax together 
with Interest, If any, in respect of such income 

(6) The additional Income-tax payable under this section shall not 
be Included— 

(i) in the amount of the tax payable on the total income M 
determined on regular assessment, for the purposes of sub-section 
(1) of section 234A; or 

(ii) in the amount of the assessed tax, for the purposes of 
sub-section (1) of section 234B,”. 

64. In section 164 of the Income-tax Act,^— ' 

(a) In sub-section (1 ),— 

(i) in the opening portion, for the brackets, figures and words 
“(1) Subject to the provisions of sub-sections (2) and (3), where”, 
the word “Where” shall be substituted; 

(ii) in the first proviso, for the words “association of p«raona", 
In the two places where they occur, the word “individual” shall 
be substituted; 

(b) sub-sections (2) and (3), and Explanation 2 shall be omitted. 

65. In section 164A of the Income-tax Act, In the Explanation, clau^ 
(i) shall be omitted. 


66. In Chapter XV of the Income-tax Act, for the sub-heading "DD .— 
Association of persons—special cases”, and section 107A below It, the 
foUowlng shall be substituted, namely; — 

“X>D.— Firms, association of persons and body of kidividnaU 
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167A. In the case of a firm which is assessable as a firm, tax shall 
be charged on its total income at the maximum marginal rate. 


167B. (1) Where the individual shares of the members of an 
association of persons or body of individuals [other than a company 
or a co-operative society or a society registered under the Societies 
Registration Act, 1860 or under any law corresponding to that Act in 
force in any part of India] in the whole or any part of the income of 
such association or body are indeterminate or unknown, tax shall be 
charged on the total income of the association or body at the maxi¬ 
mum marginal rate. 

(2) Where, in the case of an association of persons or body of 
individuals as aforesaid [not being a case falling under sub-section 
(1)], the total income of any member thereof for the previous year 
(excluding his share from such association or body) exceeds the 
maximum amount which is not chargeable to tax in the case of an 
individual under the Finance Act of the relevant yearj tax shall be 
charged on the total income of the association or body at the maximum 
marginal rate; 

Provided that, where the total Income of any member of such 
association or body (whether or not it exceeds the maximum amoimt 
aforesaid) is chargeable to tax at a rate which is higher than the 
maximum marginal rate, tax shall be charged on the total Income 
of the association or body at such higher rate. 

Explanation .—^Por the purposes of this section, the individual 
shares of the members of an association of persons or body of indivi¬ 
duals in the whole or any part of the income of such association or 
body shall be deemed to be indeterminate or unknown if such shares 
(in relation to the whole or any part of Such income) are indetermi¬ 
nate or unknown on the date of formation of such association or body 
or at any time thereafter.”. 

67. Sub-heading ‘‘A.—Assessment of firms" and sections 182 and 183 of 
the Income-tax Act shall be omitted. 
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68. For the sub-heading “B.—Registration of firms” before section 184, 
and for sections 184, 185 and 186 of the Income-tax Act, the following 
sections shall be substituted, namely;— 


Substl- ' 
tution 
of new 
sectloni. 
for 

sectioKa 
184, 185 
and 
180. 


“184, (I) A firm shall be assessed as a firm for the purposes of 
this Act, if— 

(i) the partnership is evidenced by an instrument; and 


Assess¬ 
ment as 
a firm. 


(ii) the individual shares of the partner are specified hi 
that instnimerit. 
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(2) A certified copy of the instrument of partnership referred 
to in sub-section (I) shall accompany the return of income of the 
firm of the previous year for the assessment year in respect of which 
assessment as a firm is first sought. 

Explanation .—^Fdr the purposes of this sub-section, the copy of 
the instrument of partnership shall be certified in writing by aU 
the partners (not being minors) or, where the return is made after 
the dissolution of the firm^ by all persons (not being minors) who 
were partners in the firm immediately before its dissolution and 
by the legal representative of any such partner who is deceased. 

(5) The return of income referred to In sub-section (2) shall be 
signed and verified by all the partners, not b^g minors. 

(4) Where a firm is assessed as such for any assessment year, 
it shall be assessed in the same capacity for every subsequent year 
If there is no change in the constitution of the firm or the shares 
of the partners as evidenced by the instrument of partnership on 
the basis of which the assessment as a firm was first sought. 

(5) Where any such change had talren place in the previous 
year, the firm shall furnish a certified copy of the revised instrument 
of partnership along with the return of income for the assessment 
year relevant to such previous year and all the provisions of this 
section shall apply accordingly. 

(6) Notwithstanding anything contained in the foregoing pro¬ 
visions of this section, where, in respect of any assessment year, there 
Is, on the part of a firm any such failure as is mentioned in section 
144, the firm shall not be assessed as such for the said assessment 
year and, thereupon, the firm shall be assessed in the same manner 
as an association of persons, and all the provisions of this Act shall 
apply accordingly. 

185. Where a firm does not.comply with the provisions of section 
184 for any assessment year, the firm shall be assessed for that assess¬ 
ment year in the same manner as an association of persons, and all 
the provisions of this Act shall apply accordingly.". 


69r In section 187 of the Income-tax Act, in sub-section (1), the 
proviso shall be omitted. 


70. After section 188 of the Income-tax Act, the following section 
shall be Inserted, namely: — 


“188A. Every person who was, during the previous year, a part¬ 
ner of a firm, and the legal representative of any such person who 
Is deceased, shall be jointly and severally liable along with the firm 
for the amount of tax, penalty or other sum payable by the firm for 
the assessment year to which such previous year Is relevant, and 
all the provisions of this Act, so far as may be, shall apply to the 
assessment of such tax or imposition or levy of such penalty or 
other sum.’’. 
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71. In section 189 of the Income-tax Act, the Eooplanation below sub- Amend- 

section (3) shall be omitted. ment ol 

section 

189. 

72. In Chapter XVI of the Income-tax Act, after section 189, the insertion 

fwUoWing section shall b|e inserted, namely;— ol new 

section 

189A. 


‘T89A. In relation to the assessment of any firm and its partners 
for the assessment year commencing on the 1st day of April, 1988, 
or any earlier assessment year, the provisions of this Chapter as 
they stood immediately before the date of commencement of the 
Direct Tax Laws (Amendment) Act, 1987, shall continue to apply.”. 


Pro¬ 
visions 
appli¬ 
cable to 
past 
assees- 
mente ol 
firms. 


73. In section 194A of the Income-tax Act, in sub-section (3), clause 
(in) shall be omitted with effect from the 1st day of April, 1988. 


Amend¬ 
ment of 
section 
194A. 


74. After section 194D of the Income-tax Act, the following section 
shall be inserted with effect from the 1st day of April, 1988, namely: — 


‘T94E. (I) Any person assessable as a firm who is responsible for 
paying to a partner any income by way of,— 

(a) interest on capital or any other sum borrowed by it from 
the partner; 

(b) salary, bonus, commission or remuneration, by whatever 
name called, 

shall at the time of credit of such income to the account of the payee 
or at the time of payment thereof in cash or by the issue of a cheque 
or draft or by any other mode, whichever is earlier, deduct income- 
tax on the estimated amount of the interest or, as the case may be, 
salary, bonus, commission or remuneration aforesaid due to the 
partner during the financial year at th^e average rate of income-tax 
computed on the basis of the rates in force for that financial year in 
which such Income is credited or paid to the partner. 
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or 
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(2) Where, during the financial year, an assess^ee derives such 
Income simultaneously from more than one firm or where he was 
successively a partner in more than one firm, he may furnish to the 
firm rjesponsible for making the payment referred to in sub-section 
(I) (being one of the said firms as the assesses may, having regard 
to the circumstances of his case, choose), such details of the payments 
referred to in sub-section (1) du® or received by him from the other 
firm or firms, the tax deducted at source therefrom and such other 
particulars, In such form and verified in such manner as may be 
prescribed, and thereupon the firm responsible for making the 
payment referred to above shall take into account the details so 
furnished for the purposes of making the deduction under sub-section 
(!)■ 

(3) Where an assessee who receives the payments referred to in 
sub-section (1) has, in addition, any income other than the income 
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referred to in sub-section (i) (not being a loss under any head of 
income) for the same financial year, he may send to the firm xjespon- 
sible for making the pay)nent referred to in sub-section (i) the 
particulars of such other income and of any tax deducted tbjereon 
under any other provision of this Chapter, in such form and verified 
in such manner as may be prescribed and thereupon the firm res¬ 
ponsible as aforesaid shall take such other income and the tax, if 
any, deducted thereon also into account for the purposes of making 
the deduction under sub-section (I): 

Provided that this sub-section shall not in any case have the 
effect of reducing the tax deductible from the payments referred to 
in sub-section (1) below the amount that would be so deductible if 
the other income and the tax deducted thereon had not been taken 
into account. 

(4) The firm responsible- for making the payment referred to in 
sub-section (1) may, at thje time of making any deduction, increase 
or reduce the amount to be deducted under this section for the purpose 
of adjusting any excess or deficiency arising out of any previous 
deduction or failure to deduct during thje financial year.”. 

75. For section 196 of the Income-tax Act, the following sections shall 
be substituted with effect from the 1st day of April, 1988, namely: — 


“196. Notwithstanding anything contained in the foregoing provi¬ 
sions of this Chapter, no deduction of tax shall be made by any person 
from any suras payablle to— 

(i) the Government, or 

(n) the Reserve Bank of India, or 

(iii) a corporation established by or under a Central Act 
which is, under any law for the time being in force, exempt from 
Income-tax on its Income, or 

(iv) a Mutual Fund specified under clause (28D) of section 

10 , 

where such sum is payable to it by way of interest or dividend in 
respect of any securities or shares own^ by it or in which it has 
full beneficial interest, or any other income accniing or arising to it. 

196A. Notwithstanding anything contained in the foregoing 
provisions of this Chapter, no deduction of tax shall be made by a 
public sector bank or a public financial institution referred to in 
clause (23D) of section 10 from any sums payable to unit-holders 
of a Mutual Fund specified under that clause-". 
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76. For sjections 207 and 208 of the Income-tax Act, the following 
sections shall be substituted with effect from the 1st day of April, 1988, 
namely:— ; 


‘207. Tax shall be payable in advance during any financial 
year. In accordance with the provisions of sections 208 to 219 (both 
Inclusive), In respect of the total income of the assessee which would 
be chargeable to tax for the assessment year immediately following 
that financial yenr, such income being hereafter in this Chapter refer¬ 
red to as “current income”. 

208. Advance tax shall be payable during a financial year in 
every case where the amount of such tax payable by the assessee 
during that year, as computed in accordance with the provisions of 
this Chapter, is one thousand five hundred rupees or more.’. 

77. In section 209 of the Income-tax Act, with effect from the 1st day 
of April, 1988,— 

(a) for sub-section (I), the following sub-section shall be 
substituted, namely:— 

“(1) The amount of advance tax payable by an assessee in 
the financial year shall, subject to the provisions of sub-sections 
(2) and (3), be computed as follows, namely: — 

(o) where the calculation is made by the assessee for 
the purposes of payment of advance tax under sub-section 
(1) or sub-section (2) or sub-section (5) or sub-section (6) 
of section 210, he shall first estinT^I ' v ' c ' 'ncome and 
income-tax thereon shall be calculated at the rates in force in 
the financial year; 

(b) where the calculation is made by the Assessing 
Officer for the purpose of making an order tmder sub-section 
(3) of section 210, the total income of the latest previous 
year in respect of which the assessee has been assessed by 
way of regular assessment or the total income returned by 
the assessee in any return of income furnished by him lor 
any subsequent previous year, whichever is higher, shall be 
taken and income-tax thereon shall be calculated at the rates 
in force In the financial year; 

(c) where the calculation is made by the Assessing 
Officer for the purpose of making an amended order under 
sub-section (4) of section 210, the total Income declared 
in the return furnished by the assessee for the later previous 
year, or, as the case may be, the total Income in respect of 
which the regular assessment, referred to in that sub-section 
has been made, shall be taken and income-tax thereon shall 
be calculated at the rates in force In the financial year; 

(d) the income-tax calculated under clause (a) or 
clause (b) or clause (c) shall, in each case, be reduced by 
the amount of Income-tax which would be deductible at 
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Source during the said financial year under any provision 
of this Act from any income (as computed before allowing 
any deductions admissible under this Act) which has been 
taken into account in computing the current income or 
as the case may he, the total Income aforesaid; and the 
amount of income-tax as so reduced shall be the advance tax 
payable.”; 

(b) in sub-section 

(i) in clause (a),— 

(A) in the opening portion, for the words, brackets, 
figures and letter “where the assessee sends a^statement 
imder sub-section (1) of section 20&A or where the Income- 
tax Officer makes an order imder sub-section (2) or sub¬ 
section (3) of section 210”, the words, brackets and figures 
“where the Assessing Officer makes an order under sub¬ 
section (3) or sub-section (4) of section 210” shall be 
substituted; 

(B) for sub-clause (ii), the following sub-clauae ahall 
be substituted, namely:— 

“(ii) if the total income declared by the aaawsee 
for the later previous year referred to in sub-section 
(4) of section 210 forms the basis of computation of 
. advance tax, the net agricultural Income as returned 
by the assessee in the return of income for the assess¬ 
ment year relevant to such later provlou# year;"; 

(ii) for clause (b), the following clause shall be substituted, 
namely;— 

“(b) in cases where the advance tax is paid by the 
assessee on the basis of his estimate of bis current income 
under sub-section (2) or sub-section (2) or sub-section (5) or 
sub-section (6) of section 2l0, the net agricultural Income, as 
estimated by him, of the pwlod which would be the prevloua 
year for the immediately following assessment year;”; 

(c) in sub-section (3),— 

(i) in the opening portion, for the words and figures “under 
section 210”, the words, brackets and figures “under sub-section 
(3) or sub-section (4) of section 210” shall be substituted; 

(ii) in clause (b), for the words, figures and letter “on the 
basis of which tax has been paid by the Hindu undivided family 
under section 140A”, the words, figures and brackets “in respect 
of which a return of income is furnished by the Hindu undivided 
family under section 139 or In response to a notice under sub¬ 
section (2) of section 142” shall be substituted. 

78. Section 209A of the Income-tax Act shall be omitted with effect 
from thle 1st day of April, 1988. 
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79. For section 210 of the Income-tax Act, the following section shall 
be substituted with effect from the 1st day of April, 1988, namely: — 


“210, (I) Every person who Is liable to pay advance tax under sec¬ 
tion 208 (whether or not he has been previously assessed by way of 
regular assessment) shall, of his own accord, pay, on or before each 
of the due dates specified in section 211, the appropriate percentage, 
specified In that section, of the advance tax on his current Income, cal¬ 
culated In the manner laid down in section 209. i 

(2) A person who pays any Instalment or instalments of advance 
tax under sub-section (I), may increase or reduce the amount of ad¬ 
vance tax payable in the remaining instalment or instalments to accord 
with his estimate of his current income and the advance tax payable 
thereon, and make payment of the said amount in the remaining in¬ 
stalment or Instalments accordingly. 

(3) In the case of a person who has been already assessed by way 

of regular assessment in respect of the total income of any previous 
year and who has not paid any advance tax under sub-section (I), 
the Assessing Officer, if he Is of opinion that such person Is liable to 
pay advance tax, may, at any time during the financial year but not 
later than the last day of February, by order in writing, require such 
person to pay advance tax calculated in the manner laid down in 
section 209, and issue to such person a notice of demand under section 
166 specifying the instalment or instalments in which such tax Is to 
he paid. 1 

(4) If, after the making of an order by the Assessing Officer under 
Buh-sectlon (3) and at any time before tho tst day of March, a return 
of Income is furnished by the assessee under section 139 or in 
response to a notice under sub-section (I) of section 142. or a 
regular assessment of the assessee is made. In respect of a previous 
year later than that referred to In sub-section (3), the Assessing Officer 
may make an amended order and Issue to such assessee a notice of 
demand under section 156 requiring the assessee to pay, on or 
before the due date or each of the due dates specified In section 211 
falling after the date of the amended order, the appronriate percentage, 
specified in section 211, of the advance tax computed on the basis of 
the total income declared in such return or in respect of which the 
regular assessment aforesaid has been made, 

(5) A person who is served with an order of the Assessing Officer 
under sub-section (3) or an amended order under sub-section (4) may, 
if In his estimation the advance tax payable on his current income 
would be less than the amount of the advance tax specified in such 
order or amended order, send an intimation in the prescribe i form 
to the Assessing Officer to that effect and pay such advance tax as 
accords with his estimate, calculated In the manner laid down fn 
section 209, at the appropriate percentage thereof snecifled in section 
211, on or before the due date or each of the due dates specified in 
section 211 falHpg after the date of such intimation. 
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(6) A person who is served with an order of the Assessing Officer 
under sub-section (3) or amended order under sub-section (4) shall, If 
in his estimation the advance tax payable on his current income would 
exceed the amount of advance tax specified in such order or amended 
order or intimated by him under sub-section (5), pay on or before 
the due date of the last instalment specified in section 211, the appro¬ 
priate part or, as the case may be, the whole of such higher amount 
of advance tax as accords with his estimate, calculated in the manner 
laid down in section 209.”- 

80. For section 211 of thp Income-tax Act, the following section shall 
be substituted with effect from the 1st day of April, 1988, namely: — 


“211. (1) Advance tax on the current income, calculated in the 
manner laid down In section 209 shall be payable by all the assessees 
who are liable to pay the same in three Instalments during each finan¬ 
cial year, the due date of, and the amount payable in, each such Instal¬ 
ment being as specified in the following Table: 

Table 


Due date of instalment Amoimt payable 


On or before the 15th September Not less than twenty per cent, of 

such advance tax. 

On or before the 15th December Not less than fifty per cent, of 

such advance tax, as reduced by the 
amount, if any, paid in the earlier 
Instalment 

On Or before the 15th March The whole amount of such ad¬ 

vance tax as reduced by the amount 
or amounts, if any, paid In the earlier 
instalment or instalments: 


Provided that any amount paid by way of advance tax on or before 
the 31st day of March shall also be treated as advance tax paid during 
the financial year ending on that day for all the purposes of this Act. 

(2) If the notice of demand issued under section 156 In pursuance 
of an order of the Assessing Officer under sub-section (3) or sub-section 
(4) of section 210 is served after any of the due dates specified in sub¬ 
section (1), the appropriate part or, as the case may be, the whole of 
the amount of the advance tax specified in such notice shall be payable 
on or before each of such of those dates as fall after the date of service 
of the notice of demand,’’. 

81. Sections 212 and 213 of the Income-tax Act shall be omitted with 
effect from the 1st day of April, 1988. 
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82. In section 214 of the Income-tax Act,— 

(a) in sub-section (lAA), after the word and figures “section 

264^’, the words, brackets, figures and letter “or an order of the 
Settlement Commission under sub-section (4) o| section 245D’’ shall 
be inserted; i 

(b) after sub-section (2), the following sub-section shall be 
inserted, namely: — 

" (3) This section and sections 215, 216 and 217 shall not apply In 
respect of any assessment for the assessment year commencing on the 
1st day of April, 1989 or any subsequent assessment year and, in the 
application of the said sections to the assessment for any earlier assess¬ 
ment year, references therein [except in sub-section (lA) and sub¬ 
section (3) of section 215] to the other provisions of this Act shall 
be construed as references to those provisions as for the time being in 
force and applicable to the relevant assessment year.”.- 

83. In section 215 of the Income-tax Act, in sub-section (3), after the 

word and figures “section 264”, the words, brackets, figures and letter 
“or an order of the Settlement Commission under sub-section (4) of 
section 245D” shall be inserted. ' 'Ij 

84. For section 218 of the Income-tax Act, the following section shall 
be substituted with effect from the 1st day of April, 1988, namely: — 


“218. If any assessee does not pay on the date specified in sub¬ 
section (1) of section 211, any instalment of advance tax that he is 
required to pay by an order of the Assessing Officer under sub-section 
(3) or sub-section (4) of section 210 and does not, on or before the 
date on which any such instalment as is not paid becomes due, send 
to the Assessing Officer an intimation under sub-section (5) of section 
210 or does not pay on the basis of his estimate of his current Income 
the advance tax payable by him under sub-section (6) of section 210, 
he shall be deemed to be an assessee In default in respect of such instal- 
ment or instalments.”. 

85. In section 220 of the Income-tax Act,— 

(d) in sub-section (1), for the words “thirty-five days”, wherever 
they occur, the words “thirty days” shall be substituted; 

(b) in sub-section (2),— 1 

(i) for the words, brackets and figures “fifteen per cent, per 
annum from the day commencing after the end of the period 
mentioned in sub-section (I)”, the words, brackets and figure 
“one and one-half per cent, for every month or part of a month 
comprised in the period commencing from the day Immediately 
following the end of the period mentioned in sub-section (1) and 
ending with the day on which the amount is paid” shall be 
substituted; , 
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(ii) in the proviso, after the word and figures “section 264”, 
the words, brackets, figures and letter “or an order of the Settle¬ 
ment Commission under sub-section (4) of section 245D” shall 
be inserted; 

(Hi) after the proviso, the following proviso shall be inserted, 
namely: — 

“Provided further that in respect of any period commen¬ 
cing on or before the Slat day of March, 1989 and ending after 
that date, such interest shall, in respect of so much of such 
period as falls after that date, be calculated at the rate of one 
and one-half per cent, for every month or part of a month.**. 

86. In section 222 of the Income-tax Act,— 

(a) in sub-section (1), for the portion beginning with the word* 

“When an assessee Is in default” and ending with the words “in accord¬ 
ance with the rules laid down in the Second Schedule—”, the follow¬ 
ing shall be substituted, namely;— . 

‘When an assessee is in d^efault or is deemed to be in default in 
making a payment of tax, the Tax Recovery Officer may draw up 
under his signature a statement In the prescribed form specifying 
the amount of arrears due from the assessee (such statement being 
hereafter in this Chapter and in the Second Schedule referred to 
as “certificate”) and shall proceed to recover from such assessee 
the amount specified in the certificate by one or more of the modes 
mentioned below, In accordance with the rules laid down In the 
Second Schedule— 

(b) for sub-section (2), the following sub-section shall be substi¬ 
tuted, namely:— ^ 

“(2) The Tax Recovery Officer may take action under sub¬ 
section (1), notwithstanding that proceedings for recovery of the 
arrears by any other mode have been taken.”. 

87. For sections 223, 224 and 225 of the Income-tax Act, the following 
sections shall be substituted, namely:— 


“223, (1) The Tax Recovery Officer competent to take action under 
section 222 shall be— I 

(a) the Tax Recovery Officer within whose jurisdiction the 
assessee carries on his business or profession or within whose 
jurisdiction the principal place of his business or profession la 
situate, or 

(b) the Tax Recovery Officer within whose jurisdiction the 

assessee resides or any movable or Immovable property of the 
assessee is situate, ' 
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the jurisdiction for this purpose being the jurisdiction assigned to the 
Tax Recovery OfScer under the orders or directions issued by the 
Board, or by the Chief Commissioner or Commissioner who is authori¬ 
sed in this behalf by the Board in pursuance of section 120. 

(2) Where an assessee has property within the jurisdiction of more 
than one Tax Recovery Officer and the Tax Recovery Officer by whom 
the certificate is drawn up— 

(a) la not able to recover the entire amoimt by sale of the 
property, movable or immovable, within his jurisdiction, or 

(b) is of the opinion that, for the purpose of expediting or 
securing the recovery of the whole or any part of the amount under 
this Chapter, it is necessary so to do, he may send the certificate 
or, where only a part of the amount is to be recovered, a copy 
of the certificate certified in the prescribed manner and specifying 
the amount to be recovered to a Tax Recovery Officer within whose 
jurisdiction the assessee resides or has property and, thereupon, 
that Tax Recovery Officer shall also proceed to recover the amount 
under this Chapter as if the certificate or copy thereof had been 
drawn up by him. 

224, It shall not be open to the assessee to dispute the correctness 
of any certificate drawn up by the Tax Recovery Officer on any ground 
whatsoever, but it shall be lawful for the Tax Recovery Officer to can¬ 
cel the certificate if, for any reason, he thinks It necessary so to do, or 
to correct any clerical or arithmetical mistake therein. 


225, (1) It shall be lawful for the Tax Recovery Officer to grant 
time for the payment of any tax and when he does so, he shall stay 
the proceedings for the recovery of such tax until the expiry of the 
time so granted- 

(2) Where the order giving rise to a demand of tax for which a 
certificate has been drawn up is modified in appeal or other proceeding 
under this Act, and, as a consequence thereof, the demand is reduced 
but the order is the subject-matter of further proceeding under this Act, 
the Tax Recovery Officer shall stay the recovery of such part of the 
amount specified in the certificate as pertains to the said reduction for 
the period for which the appeal or other proceeding remains pending. 

(3) Where a certificate has been drawn up and subsequently the 

amount of the outstanding demand is reduced as a result of an 
appeal or other proceeding under this Act, the Tax Recovery Officer 
shall, when the order which was the subject-matter of such appeal or 
other proceeding has become final and conclusive, amend the certifi¬ 
cate, or cancel it, as the case may be.”. j 

88. In section 226 of the Income-tax Act,— 

(a) for sub-section (1), the following sub-sections shall be 
substituted, namely: — 

“(1) Where no certificate has been drawn up under section 
222, the Assessing Officer may recover the tax by any one or more 
of the modes provided in this section. ' f 
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(lA) Where a certificate has been drawn up under section 
222, the Tax Recovery Officer may, without prejudice to the 
modes of recovery specified in that section, recover the tax by 
any one or more of the modes provided in this section.”; 

(b) in sub-sections (2), (3), (4) and (5), for the words “Income- 
tax Officer”, wherever they occur, the words “Assessing Officer or 
Tax Recovery Officer” shall be substituted. 

89. Section 228 of the Income-tax Act shall be omitted. 


90. In section 22&A of Ihe Income-tax Act,— 

(a) in sub-section (I), in clause (a), for the words “specified in 
a certificate received from an Income-tax Officer”, the words and 
figures “specified in a certificate drawn up by him under section 
222” shall be substituted; 

(b) for sub-section (2), ihe following sub-section shall be sub¬ 
stituted, namely: — 

“(2) Where an assessee is in default or is deemed to be in 
default in making a payment of tax, the Tax Recovery Officer 
may, if the assessee has property in a country outside India 
(being a country with which the Central Government has en¬ 
tered into an agreement for the recovery of income-tax under 
this Act and the corresponding law in force in that country), 
forward to the Board a certificate drawn up by him under section 
222 and the Board may take such action thereon as it may deem 
appropriate having regard to the terms of the agreement with 
such country.”. 

91. In section 230 of the Income-tax Act, In sub-section (I), for the 
portion beginning with the words “no person who is not domiciled in 
India”, and ending with the words “shall leave the territory of India”, 
the following shall be substituted, namely: — 

“no person— 

(a) who is not domiciled in India; or 

(b) who is domiciled in India at the time of his departure, 
but— 
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(i) intends to leave India as an emigrant; or 

(it) intends to proceed to another country on a work 
permit with the object of taking up any employment or 
other occupation in that country; or 

(Hi) in respect of whom circumstances exist which in 
the opinion of an income-tax authority, render it necessary 
for him to obtain a certificate under this section. 


shall leave the territory of India”. 
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92. In section 230A of the Income-tax Act, in sub-section (I), for 
the words “fifty thousand rupees”, the words “one lakh rupees” shall be 
substituted. 

93, Section 231 of the Income-tax Act shall be omitted. 


94, In Chapter XVII of the Income-tax Act, after section 234, the 
following heading and sections shall be inserted, namely: — 


‘F.-—Interest chargeable in certain cases 

2.34A. (I) Where the return of income for any assessment year 
under sub-section (1) or sub-section (4) of section 139, or in response 
to a notice under sub-section (I) of section 142, is furnished after 
the due date, or is not furnished, the assessee shall be liable to 
pay simple interest at the rate of two per cent, for every month or 
part of a month comprised in the period commencing on the date 
immediately following the due date, and,— 

(a) where the return is furnished after the due date, ending 
on the date of furnishing of the return; or 

(b) where no return has been furnished, ending on the date 
of completion of the assessment under section 144, 

on the amount of the tax on the total income as determined on re¬ 
gular assessment as reduced by the advance tax, if any, paid and 
any tax deducted at source. 

Explanation 1.—In this section, “due date” means the date spe¬ 
cified in sub-section (I) of section 139 as applicable in the case of 
the assessee. 

Explanat^.on 2.—In this sub-section and sub-section (3), “tax 
on the total income as determined on regular assessment” shall not 
include the additional income-tax, if any, payable under section 158B. 

ExplarvaUon 3.—Where, in relation to an assessment year, an 
assessment is made for the first time under section 147, the assess¬ 
ment so made shall be regarded as a regular assessment for the 
purposes of this section, 

(2) The interest payable under sub-section (I) shall be reduced 
by the interest, if any^ paid under section 140A towards the Interest 
chargeable under this section. 

(3) Where the return of income for any assessment year, re¬ 
quired by a notice under section 148 Issued after the completion of 
an assessment under sub-section (3) of section 143 or section 144 or 
section 147, is furnished after the expiry of the time allowed under 
such notice, or is not furnished, the assessee shall be liable to pay 
simple interest at the rate of two per cent., for every month or part 
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of a month comprised In the period commencing on the day imme¬ 
diately following the expiry of the time allowed as aforesaid, and,— 

(a) where the return is furnished after the expiry of the 
time aforesaid, ending on the date of furnishing the return; or 

(b) where no return has been furnished, ending on the date 
of completion of the re-assessment or re-computation under 
section 147, 

on the amount by which the tax on the total income determined on 
the basis of such re-assessment or re-computation exceeds the tax 
on the total income determined on the basis of the earlier assessment 
aforesaid. 

Explanation .—In this sub-section, “tax on the total Income 
determined on the basis of the re-assessment or re-computatlon 
under section 147” shall not Include the additional income-tax, if 
any, payable under section 158B. 

(4) Where, as a result of an order under section 154 of section 
155 or section 250 or section 254 or section 260 or section 202 or 
section 263 or section 264 or an order of the Settlement Commission 
under sub-section (4) of section 245D, the amount of tax on which 
interest was payable under sub-section (1) or sub-section (3) of this 
section has been increased or reduced, as thie case may be, the 
interest shall be increased or reduced accordingly, and— 

(i) in a case where the interest Is increased, the Assessing 
Officer shall serve on the assessee a notice of demand in the 
prescribed form specifying the sum payable, and such notice of 
demand shall be deemed to be a notice under section 156 and the 
provisions of this Act shall apply accordingly; 

(ii) in a case where the Interest is reduced, the excess in¬ 
terest paid, if any, shall be refunded. 

(5) The provisions of this section shall apply in respect of assess¬ 
ments for the assessment year commencing on the 1st day of April, 
1989 and subsequent assessment years. 

234B. (I) Subject to the other provisions of this section, where, 
in any financial year, an assessee who is liable to pay advance tax 
under section 208 has failed to pay such tax or, where the advance 
tax paid by such assessee under the provisions of section 210 is 
less than ninety per cent, of the assessed tax, the assessee shall be 
liable to pay simple Interest at the rate of two per cent, for every 
month or part of a month comprised in the period from the 1st day 
of April next following such financial year to the date of the regular 
assessment, on an amount equal to the assessed tax or, as the case 
may be, on the amount by which the advance tax paid as aforesaid 
falls short of the assessed tax- ' ■ 

Explanation 1.—In this section, "assessed tax” means the tax 
on the total income determined on the basis of the regular assess¬ 
ment, as reduced by the amount of tax deducted at source in ac¬ 
cordance with the provisions of Chapter XVHB op any fneqm? 
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which is subject to such deduction and which is taken into account 
In computing such total income. 

Explanation 2.—Where in relation to an assessment year, an 
assessment is made for the first time under section 147, the assess¬ 
ment so made shall be regarded as a regular assessment for the 
purposes of this section. 

Explanation 3—In Explanation 1 and in sub-section (3), “tax 
on the total income determined on the basis of the regular assess¬ 
ment” shall not include the additional income-tax, if any, payable 
under section 158B. 

(2) Where, before the date of completion of a regular assessment, 
tax Is paid by the assessee under section 140A or otherwise,— 

(i) interest shall be calculated in accordance with the fore¬ 
going provisions of this section up to the date on which the tax 
is so paid, and reduced by the Interest, if any, paid under section 
140A towards the interest chargeable under this section; 

(it) thereafter, interest shall be calculated at the rate afore¬ 
said on the amount by which the tax so paid together with the 
advance tax paid falls short of the assessed tax. 

(3) Where, as a result of an order of re-assessment or re-compu¬ 
tation under section 147, the amount oil which Interest was payable 
under sub-section (1) is Increased, the assessee shall be liable to 
pay simple interest at the rate of two per cent, for every month or 
part of a month comprised in the period commencing on the day 
following the date of the regular assessment referred to in sub¬ 
section (1) and ending on the date of the re-assessment or re-compu¬ 
tation under section 147, on the amount by which the tax on the 
total income determined on the basis of the re-a.ssessment or re-com¬ 
putation exceeds the tax on the total income determined on the 
basis of the regular assessment aforesaid. 

Explanation .—In this sub-section “tax on the total income deter¬ 
mined on the basis of the re-assessment or re-computation under sec¬ 
tion 147” shall not include the additional income-tax, if any, pay¬ 
able under section 158B. 

(4) Where, as a result of an order under section 154 or section 
155 or section 250 or section 254 or section 260 or section 262 or sec¬ 
tion 263 or section 264 or an order of the Settlement Commission 
under sub-section (4) of section 245D, the amount on which Interest 
was payable under sub-section (I) or sub-section (3) has been increas¬ 
ed or reduced, as the case may be, the interest shall be increased 
or reduced accordingly, and— 

(i) in a case where the interest is increased, the Assessing 
Officer shall serve on the assessee a notice of demand in the 
prescribed form specifying the sum payable and such notice of 
demand shall be deemed to be a notice under section 156 and 
the provisions of this Act shall apply accordingly; 
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(it) in a case where the interest is reduced, the excess in¬ 
terest paid, if any, shall be refunded. 

(5) The provisions of this section shall apply in respect of as¬ 
sessments for the assessment year commencing on the Ist day of 
April, 1989 and subsequent assessment years. 

234C. (1) Where in any financial year, the advance tax paid by 
the assessee on his current income on or before the 15th day of 
September is less than twenty per cent, of the tax due on the re¬ 
turned income or the amount of such advance tax paid on or before 
the 15th day of December is less than fifty per cent, of the tax due 
on the returned income, then, the assessee shall be liable to pay 
simple interest at the rate of one and one-half per cent, per month 
of the shortfall from for a period of three months on the amount of 
the shortfall from twenty per cent, or, as the case may be, fifty per 
cent, of the tax due on the returned income. 

Explanation .—In this section, “tax due on the returned income” 
means the tax chargeable on the total income declared in the return 
of income furnished by the assessee for the assessment year com¬ 
mencing on the 1st day of April immediately following the financial 
year in which the advance tax is paid, as reduced by the amount 
of tax deductible at source in accordance with the provisions of 
Chapter XVIIB on any income which is subject to such deduction 
and which is taken into account in computing such total income. 

(2) The provisions of this section shall apply in respect of assess¬ 
ments for the assessment year commencing on the 1st day of April, 
1989 and subsequent assessment years.’. 

95. To section 240 of the Income-tax Act, the following proviso shall 
be added, namely: — 

“Provided that where, by the order aforesaid,— 

(a) an assessment is set aside or cancelled and an order of 
fresh assessment is directed to be made, the refund, if any, 
shall become due only on the making of such fresh assessment; 

(b) the assessment is annulled, the refund shall become 
due only of the amount, if any, of the tax paid in excess of 
the tax chargeable on the total Income returned by the 
assessee.”. 

96. In section 243 of the Income-tax Act, after sub-section (2), the 
fallowing sub-section shall be Inserted, namely: — 

“(3) The provisions of this section shall not apply in respect 
of any assessment for the assessment year commencing on the 1st 
day of April, 1989 or any subsequent assessment years,”. 

97. In section 244 of the Income-tax Act, after sub-section (2), the 
following sub-section shall be inserted, namely: — 

“(3) The provisions of this section shall not apply in respect of 
any assessment for the assessment year commencing on the 1st day 
of April, 1989 or any subsequent assessment years.”. 
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98, After section 244 of the Income-tax Act, the following section 
shall be inserted, namely; — 


‘‘244A. (1) Where, in pursuance of any order passed under this 
Act, refund of any amount becomes due to the assessee, he shall, 
subject to the provisions of this section, be entitled to receive, in 
addition to the said amount, simple interest thereon calculated in 
the following manner, namely:— 

(a) where the refund is out of any tax paid by way of 
advance tax or treated as paid under section 199, during the 
financial year immediately preceding the assessment year, such 
interest shall be calculated at the rate of one and one-half per 
cent, for every month or part of a month comprised in the 
period from the 1st day of April of the assessment year to the 
date on which the refund is granted: 

Provided that no interest shall be payable if the amount of 
refund is less than ten per cent, of the tax as determined on 
regular assessment; 

(b) in any other case, such interest shall be calculated at 
the rate of one and one-half per cent, for every month or part 
of a month comprised in the period or periods from the date 
or, as the case may be, dates of payment of the tax or penalty to 
the date on which the refund is granted. 

£.rpIanation.—^For the purposes of this clause^ "date of payment 
of tax or penalty” means the date on and from which the amount of 
tax or penalty specified in the notice of demand issued under section 
156 is paid in excess of such demand. 

(3) If the proceedings resulting in the refund are delayed for 
reasons attributable to the assessee, whether wholly or in part, the 
period of the delay so attributable to him shall be excluded from 
the period for which interest is payable, and where any question 
arises as to the period to be excluded, it shall be decided by the 
Chief Commissioner or Commissioner whose decision thereon shall 
be final. 

(3) Where, as a result of an order under section 147, or section 154 
or section 155 or section 250 or section 254 or section 260 or section 
262 or section 263' or section 264 or an order of the Settlement Com¬ 
mission under sub-section (4) of section 245D, the amount on which 
interest was payable under sub-section (1) has been increased or 
reduced, as the case may be, the interest shall be increased or 
reduced accordingly, and in a case where the interest is reduced, 
the Assessing Officer shall serve on the assessee a notice of 
demand in the prescribed form specifying the amount of the excess 
interest paid and requiring him to pay such amount; and such notice 
of demand shall be deemed to be a notice under section 156 and the 
provisions of this Act shall apply accordingly. 
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(4) The provisions of this section shall apply in respect of 
assessments for the assessment year commencing on the 1st day of 
April, 1989, and subsequent assessment years ”. 

99. In Chapter XX of the Income-tax Act, for the sub-heading “A.— 
Appeals to the Appellate Assistant Commissioner and Commissioner 
(Appeals)’’ and section 246, the following sub-heading and sections shall 
be substituted, namely:— 


‘A.—Appeals or applications to the Deputy Commissioner 
(Appeals) and Commissioner (Appeals) . 

246. (1) Subject to the provisions of sub-section (2), any assessee 
aggrieved by any of the following orders of an Assessing Officer 
(other than the Deputy Commissioner) may appeal to the Deputy 
Commissioner (Appeals) against such order— 

(a) an order against the assessee, where the assessee denies 
his liability to be assessed imder this Act or any order of assess¬ 
ment under sub-section (3) of section 143 or section 144, where 
the assessee objects to the amount of Income assessed, or to the 
amount of tax determined, or to the amount of loss computed, 
or to the status under which he is assessed; 

(b) an order of assessment, re-assessment or re-computation 
under section 147 or section 150; 

(c) an order under section 154 or section 165 having the 
effect of enhancing the assessment or reducing a refund or an 
order refusing to allow the claim made by the assessee under 
either of the said sections; 

(d) an order made under section 163 treating the assessee 
as the agent of a non-resident; 

(e) an order under sub-section (2) or sub-section (3) of 
section 170; 

(/) an order under section 171; 

(p) any order under clause (b) of sub-section (1) or under 
sub-section (2) or sub-section (3) or sub-section (5) of section 
185 in respect of any assessment for the assessment year commenc¬ 
ing on the 1st day of April, 1988 or any earlier assessment year; 

(h) an order cancelling the registration of a firm under sub¬ 
section (1) or under sub-section (2) of section 186 in respect of 
any assessment for the assessment year commencing on the Ist 
day of April, 1988 or any earlier assessment year; 

({) an order under section 201; 
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(j) an order under section 216 in respect of any assessment 
for the assessment year commencing on the Ist day of April, 1988 
or any earlier assessment year; 

(k) an order under section 237; 

(l) an order imposing a penalty under— 

(i) section 221, or 

(ii) section 271, section 271A, section 271B, section 271C, 
section 271D, section 271E or section 272A; 

(Hi) sub-section (1) of section 271, section 272, section 
272B or section 273, as they stood Immediately before 
the 1st day of April, 1989, in respect of any assessment for the 
assessment year commencing on the 1st day of April^ 1988 or 
any earlier assessment years. 

(2) Notwithstanding anything contained in sub-section (1), any 
assessee aggrieved by any of the following orders (whether made 
before or after the appointed day) may appeal to the Commissioner 
(Appeals) against such order^— 

(a) an order specified in sub-section (1) where such order 
is made by the Deputy Commissioner in exercise of the powers 
or functions conferred on or assigned to him under section 120 
or section 124; 

(b) an order specified in clauses (a) to (e) (both inclusive) 
and clauses (i) to (1) (both inclusive) of sub-section (1) made 
against the assessee, being a company; 

(c) an order of assessment made after the 30th day of 
September, 1984 on the basis of the directions issued by the 
Deputy Commissioner under section 144A; 

(d) an oirder made by the Deputy Commissioner rmder 
section 154; 

(e) an order imposing a penalty under section 271B; 

(f) an order made by a Deputy Commissioner or a Deputy 
Director imposing a penalty under section 272A; 

(gl) an order imposing a penalty under clause (c) of sub¬ 
section (1) of section 271, as it stood immediately before the 1st 
day of April, 1989, in respect of any assessment for the assess¬ 
ment year commencing on the 1st day of April, 1988 or any 
earlier assessment years, where such penalty has been imposed 
with the previous approval of the Deputy Commissioner under 
the proviso to clause (in) of sub-section (I) of that section; 

(h) an order made by an Assessing Officer (other than 
Deputy Commissioner) under the provisions of this Act in the 
case of such person or classes of persons as the Board may, 
having regard to the nature of the cases, the complexities Involv¬ 
ed and other relevant considerations, direct. 

(3) Notwithstanding anything contained in sub-section (1), the 
Board or the Director General, or Chief Commissioner or Commis- 
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sioner if so authorised by the Board, may, by order in writing, 
transfer any appeal which is pending before a Deputy Commissioner 
(Appeals) and any matter arising out of or connected with such 
appeal and which is so pending, to the Commissioner (Appeals) if 
the Board or, as the case may be, the Director General, or Chief 
Commissioner or Commissioner (at the requo-d >1 > appellant or 
otherwise) is satisfied that it is necessary or expedient so to do 
having regard to the nature of the case, the complexities involved 
and other relevant considerations and the Commissioner (Appeals) 
may proceed with such appeal or matter from the stage at which 
it was before it was so transferred; 

Provided that the appellant may demand that before proceeding 
further with the appeal or matter, the previous proceeding or any 
part thereof be re-opened or that he be reheard. 

Explanation. —For the purposes of this section,— 

(a) “appointed day” means the 10th day of July, 1978, being 
the day appointed under section 39 of the Finance (No. 2) Act, 
1977; 

(b) “status” means the category under which the assessee 
is assessed as “individual”, “Hindu undivided family” and so on. 

246A. (I) Where, before furnishing a return of income under 
section 139 or, as the case may be, sub-section (1) of section 142 
for any assessment year, any question arises as to whether,— 

(a) any income is includible or not in computing the total 
income (hereafter in this section referred to as the disputed 
income), or 

(b) any deduction, allowance or other relief is admissible 
or not in computing the total income (hereafter In this section 
referred to as the disputed deduction), 

the assessee shall, after furnishing such return, make an application 
under sub-section (2); 

Provided that the assessee,— 

(i) shall include in such return the disputed income and 
shall not claim the disputed deduction; and 

(ii) shall also pay thirty per cent, of the tax due on the 
disputed income and in respect of the amount of disputed deduc¬ 
tion. 

(2) The application under sub-section (1) may be made within 
thirty days of furnishing the aforesaid return to the Deputy Com¬ 
missioner (Appeals) or, as the case may be, to the Commissioner 
(Appeals). 

(3) For the purposes of disposing of an application under sub¬ 
section (1), the Deputy Commissioner (Appeals) or, as the case 
may be, the Commissioner (Appeals) may— 

(a) conduct such inquiry, or call for such books of accounts, 
other documents or Information which he deems necessary; or 


29 of 1977. 
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(b) direct the Assessing Officer concerned to conduct such 
inquiry and furnish the report thereon, 

and thereafter decide the question raised in the applica,tion and pass 
such orders thereon as he thinks fit. 

(4) The provision relating to filing of appeals under this Act 
shall, so far as may he, apply to the making of an application under 
this section as if such application were an appeal.’. 

100. Section 247 of the Income-tax Act shall be omitted. 


101. For section 267 of the Income-tax Act, the following section shall 
be substituted, namely.— 


“267. Where as the result of an appeal under section 246 or section 
253, any change is made in the assessment of a body of individuals or 
an association of persons or a new assessment of a body of individuals 
Or an association of persons is ordered to be made, the Deputy Com¬ 
missioner (Appeals) or the Commissioner (Appeals) or the Appel¬ 
late Tribunal, as the case may be, shall pass an order authorising the 
Assessing Officer either to amend the assessment made on any mem¬ 
ber of the body or association or make a fresh assessment on any 
member of the body or association.”. 

102. In section 268 of the Income-tax Act. the words “or an appli¬ 
cation” shall be omitted. 


103. In section 269SS of the Income-tax Act,— 

(a) for the words “ten thousand rupees”, the words “twenty 
thousand rupees” shall be substituted; 

(b) after the proviso and before the Explanation, the following 
proviso shall be inserted, namely: — 

“Provided further that the provisions of this section shall 
not apply to any loan or deposit where the person from whom 
the loan or deposit is taken or accepted and the person by whom 
the loan or deposit is taken or accepted are both having agri¬ 
cultural income and neither of them has -my income chargeable 
to tax under this Act.”. 

104. In section 269T of the Income-tax Act,— 

(a) in sub-section (2) 

(i) after the words “no Arm”, the words “or other person” 
shall be inserted; 

(ii) for the words “ten thousand rupees”, the words 
“twenty thousand rupees” shall be substituted: 
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(b) in the Explanation, for clause (ii), the following clause shall 
be substituted, namely; — 

‘(ii) “deposit” means any deposit of money which is repay¬ 
able after notice or repayable after a period and, in the case 
of a person other than a company, includes deposit of any 
nature.’. j - - 

105. Section 270 of the Income-tax Act shall be omitted. 


106. For section 271 nf the Income-tax Act, the following section 
shall be substituted, namely;— 


“271. If the Assessing Officer, in the course of any proceedings 
under this Act, is satisfied that any person has failed to comply 
with a notice under sub-section (I) of section 142 or sub-section 
(2) of section 143 or with a direction issued under suh-sectlon 
(2A) of section 142, the Assessing Officer may direct that such person 
shall pay, by way of penalty, a sum which shall not be less than 
one thousand rupees but which may extend to twenty-five thousand 
rupees for each such failure.”. 

107. In section 271A of the Income-tax Act, for the words “a sum which 
shall not be less than ten per cent, but which shall not exceed fifty per 
cent, of the amount of tax, if any, which would have been avoided if the 
Income returned by such person had been accepted as the correct income’’, 
the words “a sum which shall not be less than two thousand rupees but 
which may extend to one hundred thousand rupees” shall be substituted. 

108. After section 271B of the Income-tax Act, the following sections 
shall be inserted, namely;— 


"271C. If any person fails to deduct the whole or any part of 
the tax as required by or under the provisions of Chapter XVII-B, 
he shall be liable to pay, by way of penalty, a sum equal to the amount 
of the tax which he failed to deduct as aforesaid. 


271D. If a person takes or accepts any loan or deposit in 
contravention of the provisions of section 269SS, he shall be liable 
to pay, by way of penalty, a sum equal to the amount of the loan or 
deposit so taken or accepted. 
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27IE. If a person repays any deposit referred to in section 269T 
otherwise than in accordance with the provisions of that section, he 
shall be liable to pay, by way of penalty, a sum equal to the amount 
of the deposit so repaid.”. 
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109. Section 272 of the Income-tax Act shall be omitted. 


Omission 
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110. For section 272A of the Income-tax Act, the following section 
shall be substituted, namely: — 
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of new 
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‘272A. (I) If any person,— 

(a) being legally boimd to state the truth of any matter 
touching the subject of his assessment, refuses to answer any 
question put to him by an income-tax authority in the exercise 
of its powers under this Act; or 

(b) refuses to sign any statement made by him in the course 
of any pioceedings under this Act, which air income-tax autho¬ 
rity may legally require him to sign; or 

(c) to whom a summons Is issued under sub-section (I) 
of section 131 either to attend to give evidence or produce books 
of account or other documents at a certain place and time 
omits to attend or produce books of account or documents at the 
place or time; or 
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(d) fails to comply with the provisions of section 139A, 


he shall pay, by way of penalty, a sum which shall not be less than 
five hundred rupees but which, may extend to ten thousand rupees 
for each such default or failure. 


(2) If any person fails— 

(a) to comply with a notice issued under sub-section (6) 

of section 94; or I 

(b) to give the notice of discontinuance of his business or 
profession as required by sub-section (3) of section 176; or 


(c) to furnish, in due time any of the returns, statement!, 
or particulars mentioned in section 133 or section 206 or section 
206A or section 206B or section 285B; or 
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(d) to allow inspection of any register referred to in section 
134 or of any entry in such register or to allow copies of such 
register or of any entry therein to he taken; or 

(e) to furnish the return of income which he is required to 

furnish under sub-section (4.4) of section 139 or to fumioh It 
within the time allowed and in the manner required under that 
sub-section; or i 

(f) to deliver or cause to be delivered in due time a copy 
of the declaration mentioned in section 197A; or 

(g) to furnish a certificate as required by section 203; or 

(h) to deduct and pay tax as required by sub-section (2) 
of section 226; 

he shall pay, by way of penalty, a sum which shall not be less than 
one hundred rupees, but which may extend to two hundred rupees, 
for every day during which the failure continues. 

(5) Any penalty imposable under sub-section (1) or sub-section 
(2) shall be imposed— 

(a) in a case where the contravention, failure or default in 
respect of which such penalty is imposable occurs in the course 
of any proceeding before an income-tax authority not lower in 
rank than a Deputy Director or a Deputy Commissioner, by such 
income-tax authority; 

(b) in a case falling under clause (/) of sub-section (2), by 
the Chief Commissioner or Commissioner; and 

(c) in any other case, by the Deputy Director or the Deputy 
Commissioner. 

(4) No order under this section shall be passed by any income- 
tax authority referred to in sub-section (3) unless the person on 
whom the penalty is proposed to be imposed is given an opportunity 
of being heard in the matter by such authority. 

Explanation .—In this section, “income-tax authority” includes • 
Director General, Director, Deputy Director and an Assistant Direc¬ 
tor while exercising the power.s vested in a court under the Code of 
Civil Procedure, 190& when trying a suit in respect of the matters 
specified in sub-section (1) of section 131.’. 

111 . Section 272B of the Income-tax Act shall be omitted. 


112. In section 273 of the Income-tax Act, after sub-section (2), the 
following sub-section shall be inserted, namely; — 

“(3) The provisions of this section shall apply to and in relation 
to any assessment for the assessment year commencing on the 1st 
day of April, 1988, or any earlier assessment year, and references in 


5of IM 
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this section to the other provisions of this Act shall be construed as 
references to those provisions as for the time being in force and 
applicable to the relevant assessment year.”, 

113. In section 273A of the Income-tax Act, after sub-section (5), 
the following sub-section shall be inserted, namely:— 

“(C) The provisions of this section shall apply to and in relation 
to any assessment for the assessment year commencing on the Ist 
day of April, 1988, or any earlier assessment year, and references 
in this section to the other provisions of this Act shall be construed 
as references to those provisions as for the time being in force and 
applicable to the relevant assessment year.”. 

114. In section 273B of the Income-tax Act, for the words, figures, 
brackets and letters “section 270, clause (a) or clause (b) of sub-section 
(I) of section 271, section 27]A, section 271B, sub-section (2) of section 
272A, sub-section (1) of section 272AA, sub-section (1) of section 272B”, 
the words, figures, letters and brackets “section 271, section 271A, sec¬ 
tion 271B, section 271C, section 271D, section 271E, clause (c) or clause 
id) of sub-section (I) or sub-section (2) of section 272A, sub-section 
(I) of section 272AA’' shall be substituted. 

115. In section 274 of the Income-tax Act,— 

(a) after sub-section (I), the following sub-section shall be 
Inserted, namely: — 

“(2) No order imposing a penalty under this Chapter shall 
be made— 

(a) by the Income-tax Officer, where the penalty exceeds 

ten thousand rupees; j 

(b) by the Assistant Commissioner, where the penalty 
exceeds twenty thousand rupees, 

except with the prior approval of the Deputy Commissioner.”; 

(b) for sub-section (3), the following sub-section shall be sub¬ 
stituted, namely:— < 

“(3) An income-tax authority on making an order under 
this Chapter imposing a penalty, unless he Is himself the Assess¬ 
ing Officer, shall forthwith send a copy of such order to the 
Assessing Officer.”. 

116. In section 275 of the Income-tax Act, for clauses (a) and (b) 
excluding the Explanation, the following clauses shall be substituted, 
namely: ~ 

“ (o) in a case where the relevant assessment or other order is 
the subject-matter of an appeal to the Deputy Commissioner (Appeals) 
or the Commissioner (Appeals) under section 246 or an appeal to the 
Appellate Tribunal under section 25.3, after the expiry of the 
financial year in which the proceedings, in the course of which action 
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for the imposition of penalty has been initiated, axe completed, or 
six months from the end of the month in which the order of the 
Commissioner (Appeals) or, as the case may be, the Appellate Tri¬ 
bunal is received by the Chief Commissioner or Commissioner which¬ 
ever period expires later; 

(b) in a case where the relevant assessment or other order is 
the subject-matter of revision under section 363, after the expiry of 
six months from the end of the month in which such order of revision 
Is passed; 

^ (c) in any other case, after the expiry of the financial year in 

which the proceedings, in the course of which action for the imposi¬ 
tion of penalty has been initiated, are completed, or six months 
from the end of the month in which action for imposition of penalty 
is initiated, whichever period expires later.”. 

117. After section 275A of the Income-tax Act, the following section 
shall be inserted, namely: — 


“276. Whoever fraudulently removes, conceals, transfers or deli¬ 
vers to any person any property or any interest therein, intending 
thereby to prevent that property or interest therein from being 
taken in execution of a certificate under the provisions of the Second 
Schedule shall be punishable with rigorous imprisonment for term 
which may extend to two years and shall also be liable to fine.”. 


118. For section 276B of the Income-tax Act, the following section 
shall be substituted, namely:— 


“276B. If a person fails to pay to the credit of the Central Gov¬ 
ernment, the tax deducted at source by him as required by or under 
the provisions of Chapter XVII-B, he shall be punishable with 
rigorous imprisonment for a term which shall not be less than three 
months but which may extend to seven years and with fine.”. 

119. Sections 276DD and 276E of the Income-tax Act shall be omitted. 


120. In section 278AA of the Income-tax Act^ for the words, figures 
and letters “section 276B, section 276DD or section 276E,”, the words, 
figures and letter “or section 276B,” shall be substituted. 
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121 . After section 293A of the Income-tax Act, the following section 
•hall be inserted, namely: — 


“293B. Where, under any provision of this Act the approval of 
the Central Government or the Board is required to be obtained 
before a specified date, it shall be open to the Central Government 
or, as the case may be, the Board to condone, for sufficient cause, 
any delay in obtaining such approval.”. 


122 . For section 296 oC the Income-tax Act, the following section 
■hall be substituted, namely:— i 


"296. The Central Government shall cause every rule made 
under this Act to be laid, as soon as may be after it is made, before 
each House of Parliament, while it is in session, for a total period 
of thirty days which may be comprised in one session or in two or 
more successive sessions, and if, before the expiry of the session 
immediately following the session or the successive sessions afore¬ 
said, both Houses agree in making any modification in the rule or 
both Houses agree that the rule should not be made, the rule shall 
thereafter have effect only in such modified form or be of no effect, 
as the case may be; so, however, that any such modification or 
annulment shall be without prejudice to the validity of anything 
previously done under that rule.”. i 

123 . In section 298 of the Income-tax Act, after sub section (2), the 
following sub-sections shall be added with effect from the 1st day of 
April, 1988, namely: — 

“ (3) If any difficulty arises in giving effect to the provisions of 
this Act as amended by the Direct Tax Laws (Amendment) Act, 1987, 
the Central Government may, by order, do anything not inconsistent 
with such provisions for the purpose of removing the difficulty: 

Provided that no such order shall be made after the expiration of 
three years from the 1st day of April, 1988. 

(4) Every order made under sub-section (3) shall he laid before 
each House of Parliament.”. 

124 . In the Second Schedule to the Income-tax Act.— 

(1) for the words and figures "See section 222” occurring under 
the heading, the words and figures "See sections 222 and 276” shall 
be substituted; 

(2) in rule 1, for clause (a), the following clause shall be sub¬ 
stituted, namely; — 

‘(a) "certificate”, except in rules 7. 44, 66 and sub-rule (2) 

of rule 66, means the certificate drawn up by the Tax Recovery 
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Officer under section 222 in respect of any assessee referred to 
I in that section;’; 

(5) in rule 2, for the words “Wlien a certificate has been received 
by the Tax Recovery Officer from the Income-tax Officer”, the words 
“When a certificate ha.s been drawn up by the Tax Recovery Officer” 
■hall be substituted; 

(4) for rule 8, the following rule shall be substituted, namely:— 

“8. (1) Whenever assets are realised by sale or otherwise 
in execution of a certificate, the proceeds shall be disposed of in 
the following manner, namely:^— 

(a) they shall first be adjusted towards the amount 
due under the certificate In execution of which the assets 
were realised and the ccsts incurred In the course of such 
execution; 

(b) if there remains a balance after the adjustment 

referred to in clause (a), the same shall be utilised for 
satisfaction of any other amount recoverable from the 
assessee under this Act which may be due on the date on 
which the assets were realised; and i 

(c) the balance, if any, remaining after the adjustments 
under clauses (a) and (b) shall be paid to the defaulter. 

(2) If the defaulter disputes any adjustment under clause 
(b) of sub-rule (I), the Tax Recovery Officer shall determine 
the dispute.”; 

(5) in rule 9,— 

(i) for the words “Income-tax Officer”, the words “Tax 
Recovery Officer” shall be substituted; 

(ii) the words “duly filed under this Act” shall be omitted; 

(S) in rule 14, for the words “Income-tax Officer”, the words 
“Tax Recovery Officer” shall be substituted; 

(7) for rule 19A, the following rule shall be substituted, 

namely:— i 

‘T9A. A Tax Recovery Officer may, with the previous ap¬ 
proval of the Deputy Commissioner, entrust any of his function* 
as the Tax Recovery Officer to any other officer lower than him 
in rank (not being lower in rank than an Inspector of Income- 
tax) and such officer shall, in relation to the functions so 
entrusted to him, be deemed to be a Tax Recovery Officer.”; 

(8) In rule 25, in sub-rule (1), for the words “and the Income- 
tax Officer shall bear such sum as the Tax Recovery Officer shall 
require in order to defray the cost of such arrangements”, the words 
“and he shall have power to defray the cost of such arrangements” 
shall be substituted: 

(.9) in rule 27, for the woreV “Income-tax Officer” wherever 
they occur, the words “Tax Recovery Officer" shall be substituted; 

(10) in rule 31, for the words “Income-tax Officer” occurring In 
the proviso, the words “Tax Recovery Officer” shall be substituted; 
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(11) In rule 47, for the words “direct that such coins or notes, 

or a part thereof sufficient to satisfy the certificate, be paid over to 
the Income-tax Officer”, the words and figure “direct that such coins 
or notes shall be credited to the Central Government and the amount 
so credited shall be dealt with in the manner specified in rule 8” 
shall be substituted; , 

(12) In rule 59, after sub-rule (2), the following sub-rule shall 
be inserted, namely; — 

"(3) Where the Income-tax Officer referred to in sub-rule 
(1) is declared to be the purchaser of the property at any sub¬ 
sequent sale, nothing contained in rule 57 shall apply to the 
case and the amount of the purchase price shall be adjusted 
towards the amount specified in the certificate.”; 

(13) in rule 60, in sub-rule (1), in clause (a), the words “for 
payment to the Income-tax Officer” shall be omitted; 

(14) in rule 61, for the words “Income-tax Officer”, the words 
"such Income-tax Officer as may be authorised by the Chief Com- 
miaaloner or Commissioner in this behalf” shall be substituted; 

(15) in rule 73, in sub-rule (I), in clauses (a) and (b), for 
the vrords “the receipt of the certificate in the office of the Tax 
Recovery Officer”, the words “the drawing up of the certificate by 
the Tax Recovery Officer” shall be substituted; 

(16) in rule 74, for the words “the Tax Recovery Officer shall 
proceed to hear the Income-tax Officer and take all such evidence 
as may be produced by iiim in support of execution by arrest, and 
shall then give the defaulter”, the words “the Tax Recovery Officer 
shall give the defaulter” shall be substituted; 

I (17) in rule 77, in sub-rule (I),— 

(a) for clause (ii) of the proviso,, the following clause shall be 
substituted, namely:— 

“ (ii) on the request of the Tax Recovery Officer on any 

ground other than the grounds mentioned in rules 78 and 79.*’; 

(b) the second proviso shall be omitted; 

(18) in rules 82, 83 and 87, for the words "Tax Recovery Com¬ 
missioner”, the words “Chief Commissioner or Commissioner" shall 
be substituted; 

(19) In rule 85. for the words “If at any time after the issue of 
the certificate by the Income-tax Officer to the Tax Recovery Officer”, 
the words “If at any time after the certificate is drawn up by the 
Tax Recovery Officer" shall be substituted; 

(20) In rule 86,— , 

(a) for sub-rule (1), tbe following sub-rule shall be sub¬ 
stituted, namely:— 

“(1) An appeal from any original order passed by the 

Tax Recovery Officer under this Schedule, not being an 
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order which is conclusive, shall lie to the Chief Commis¬ 
sioner or Commissioner.”; 

(b) for sub-rule (4), the following sub-rule shall be sub¬ 
stituted, namely: — 

"(4) Notwithstanding anything contained in sub-rule 
(1), where a Chief Commissioner or Commissioner Is autho¬ 
rised to exercise powers as such in respect of any area, then, 
all appeals against the orders passed before the date of such 
authorisation by any Tax Recovery Officer authorised to 
exercise powers as such in respect of that area, or an area 
which is included In that area, shall lie to such Chief Com¬ 
missioner or Commissioner.”; 

(21) rule 89 shall be omitted; , 

(22) in rule 90, In sub-rule (1), for the words "Income-tax 
Officer”, the words "Tax Recovery Officer” shall be substituted; 

(23) in rule 92, for the words "Tax Recovery Commissioners”, 
In two places where they occur, the words “Chief Commissioners, 
Commissioners” shall be substituted; 

(24) after rule 03, the following rule shall be insetted, namely: — 

“94. All proceedings for the recovery of tax pending imme¬ 
diately before the coming Into force of the amendments to this 
Schedule by the Direct Tax Laws (Amendment) Act, 1987 shall 
be continued under this Schedule as amended by that Act from 
the stage they had reached, and, for this purpose, every certifi¬ 
cate, issued by the Income-tax Officer under section 222 before 
such amendment shall be deemed to be a certificate drawn up 
by the Tax Recovery Officer under that section after such 
amendment, and, if any difficulty arises in continuing the said 
proceedings, the Board may issue (whether by way of modifi¬ 
cation, not affecting the substance, of any rule in this Schedule 
or otherwise) general or special orders which appear to it to he 
necessary or expedient for the purpose of removing the diffi¬ 
culty.”. I 

125. In the Income-tax Act, after the Ninth Schedule, the following 
Schedule shall be inserted, namely; — 

‘THE TENTH SCHEDULE 
[S^ee section 3(5)] 

Modifications subject to which the fhovisions of this Act shall apply 
IN cases where the previous year in relation to the assessment 
year commencing on the 1st April, 1989, referred to in section 
3(2), exceeds twelve months 

1. In this Schedule, "transitional previous year’’ means the 
period reckoned as the previous year for the assessment year com¬ 
mencing on the 1st day of April, 1989, in the manner specified in 
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Bub-section (2) of section 3 and, in a case where the proviso to that 
sub-section applies, the longer or, as the case may be, the longest of 
the periods reckoned in the manner laid down in the said proviso. 

2. In a case where the transitional previous year is longer than 
twelve months, the provisions of this Act and the Finance Act of 
the relevant year shall apply subject to the modifications specified 
in rules 3, 4, 6 and 6 of this Schedule. 


3- The provisions of this Act specified in column (1) of the 
Table below shall be subject to the modification that the reference 
therein to the amount or amounts specified in the corresponding 
entry in column (2) of the said Table, shall be construed as a re¬ 
ference to the said amount or amounts as increased by multiplying 
each such amount by a fraction of which the numerator is the num¬ 
ber of months in the transitional previous year and the denominator 
is twelve: | 

Provided that for the purposes of this rule and rules 5 and 0, 
where the transitional previous year includes a part of a month, 
then, if such part is fifteen days or more, it shall be increased to one 
complete month and if such part is less than fifteen days, it shall 
be ignored. ' 


Table 


Provision of the Act 


( 1 ) 


Section 10(j) 

Section 16 
Section 24(i)(ii) . 

Section 37(3d) 

Section 44AA(a)(j) and (iii) 

Section 44AB 

Section 48(2) 

Section 80C(i) 


Section 80C(2)(<f) 
Section 80C(^) 

Section 80F(2)(6) 
Section 80L(j) 


Section 80L(r)—1st proviso 
Section 80L(j)—2nd proviso 
Section SOU 
Section 139A 


Amount 

( 2 ) 


Rs. 

5,000 
10,000 
3,600 
10,000 
25,000 and 
2,50,000 
40,00,000 and 
10 . 00,000 
10,000 
6 , 000 , 
9,000 and 
12,000 
10,000 
60,000 and 
40,000 
50,000 
7,000 

(occurring in 
two places) 
3,000 
2,000 
15,000 
50,000 
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4. Where the transitional previous year comprises a period of 
eighteen months or more, then, sub-section (1) of section 6 shall be 
subject to the modification that references therein to the periods of 
one hundred and eighty-two days and ninety days shall be construed 
as references, respectively, to the periods of two hundred and 
Seventy-three days and one hundred and thirty-five days. 

5. Where the assessee’s income under the head “Profits and 
gains of business or profession” for a period of thirteen months or 
more is included in his total income for the transitional previous 
year, the allowance under clause (it) of sub-section (1) of section 
32 in respect of depreciation of buildings, machinery, plant or fur¬ 
niture calculated in the manner stated therein, shall be Increased 
by multiplying it by a fraction of which the numerator is the num¬ 
ber of months in the transitional previous year and the denominator 
is twelve. 

6. The tax chargeable on the total income of the transitional pre¬ 
vious year shall be calculated at the average rate of tax on the 
amount obtained by multiplying such total income by a fraction of 
which the numerator is twelve and the denominator Ig the number 
of months in the transitional previous year, as if the resultant 
amount were the total income. 

7. The Board may, if it considers it desirable or expedient so 
to do for avoiding genuine hardship, by general or special order, 
grant appropriate relief In any case or class of cases where the 
transitional previous year Is longer than twelve months.’. 


126. The following amendments (being amendments of a consequen¬ 
tial nature) shall be made in the Income-tax Act, save as otherwise 
provided, with effect from the 1st day of April, 1989, namely: — 

(1) in section 2, clause (3) shall be omitted with effect from the 
1st day of April, 1988; 

(2) in section lO, in clause (15), in sub-clause (ilia), in the 
Explanation, for the words, brackets and figures “the 
Explanation to clause (hi) of sub-section (5) of section 11”, the 
words, brackets and figures “clause (ii) of the Explanation to 
clause (viia) of sub-section (1) of section 36” shall be substituted; 

(3) in section lOA, after sub-section (7) and before the 
Explanation, the following sub-section shall be inserted, namely:— 

“(8) References In this section to any other provision of 
this Act which has been amended or omitted by the Direct Tax 
Laws (Amendment) Act, 1987 shall, notwithstanding such 
amendment or omission, be construed, for the purposes of this 
section, as if such amendment or omission had not been made.”; 

(4) in section 29, for the words, figures and letter “sections 
30 to 43A”, the words, figures and letter “section-s 30 to 43B” shall 
be substituted; 



Sec. 2] 


THE GAZETTE OF INDIA EXTRAORDINARY 


83 


(5) in section 32, in sub-section (2), the brackets and words 
“(or, if the assessee is a registered firm or an unregistered firm 
assessed as a registered firm, in the assessment of its partners)” 
shall be omitted; 

(6) in section 4(}A, in sub-section (2), in clause (a), the proviso 
shall be omitted; 

(7) in section 41, after sub-section (5), the following sub¬ 
section shall be inserted, namely;— 

“(6) References in sub-section (3) to any other provision 
of this Act which has been amended or omitted by the Direct 
Tax Laws (Amendment) Act, 1987 shall, notwithstanding such 
amendment or omission, be construed, for the purposes of that 
sub-section, as if such amendment or omission had not been 
made,”; 

(8) in section 43A, in sub-section (1), for the words, brackets, 

figures and letter “in clause (iv) of sub-section (3) of section 35 or in 
section 35A”, the words, figures and letter “in section 35A” shall be 
substituted; ^ 

(9) in section 44, for the words, figures and letter “sections 28 

to 43A'’, the words, figures and letter “sections 28 to 43B’' shall be 
substituted; , ’ ! 

(10) in section 80, for the words, brackets and figures “within 
the time allowed under sub-section (I) of section 139 or within such 
further time as may be allo\ved by the Income-tax Officer,", the 
words, brackets and figures “in accordance with the provisions of 
sub-section (3) of section 139” shall be substituted; 

(II) In section 80G,— 

(a) In sub-section (5), in clause (u), the words, brackets 

and figures “or is an institution approved by the Central Gov¬ 
ernment for the purposes of clause (23) of section 10,” shall be 
omitted; ' 

(b) Explanation 4 shall be omitted; 

(12) in section 80HHA, in the Explanation, for clause (a), the fol¬ 
lowing clause shall be substituted, namely.— 

‘(a) “rural area” means any ■"’rea other than— 

(i) an area which is comprised within the jurisdic¬ 
tion of a municipality (whether known as a municipa¬ 
lity, municipal corporation, notified area committee, 
town area committee, town committee or by any other 
name) or a cantonment board and which has a popula¬ 
tion of not less than ten thousand according to the last 
preceding census of which the relevant figures have been 
published before the first day of the previous year; or 
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(«) an area within such distance, not being more 
than fifteen kilometres from the local limits of any muni¬ 
cipality or cantonment board referred to in sub-clause 
(i>, as the Central Government may, having regard to 
the stage of development of such area (including the ex¬ 
tent of, and scope for, urbanisation of such area) and 
other relevant considerations specify in this behalf by 
notification in the Official Gazette;’; 

(13) in section 132, in sub-section (1), in the proviso and in sub¬ 
section (lA), the words and figures “notwithstanding anything con¬ 
tained in section 121” shall be omitted with effect from the 1st 
day of April, 1988; 

(14) in section 132B, in sub-section (1), in clause (in), for the 
words “the Income-tax Officer”, wherever they occur, the words “the 
Assessing Officer or, as the case may be. Tax Kecovery Officer” shall 
be substituted; 

(15) In section 133A, in sub-section (6), for the words, brackets 
and figures “sub-sections (1) and (2) of section 131”, the words, 
brackets and figures “sub-section (1) of section 131” shall be sub¬ 
stituted; 

(16) in section 139, in sub-section (8), in clause (h) , after the word 
and figures “section 264”, the words, brackets, figures and letter “or 
an order of the Settlement Commission under sub-section (4) of 
section 245D” shall be inserted; 

(17) In section 144A,~ 

(a) in sub-section (I), the brackets and figure “(1)” shall be 
omitted; 

(b) sub-section (2) shall be omitted; 

(18) in section 174,— 

(a) in sub-section (4), — 

(i) for the words, brackets and figures “as a return 
under sub-section (2) of section 139”, the words, brackets 
and figures “as a return under clause (i) of sub-section (1) 
of section 142” shall be substituted; 

(ii) for the words, brackets and figures “a notice issued 
under sub-section (2) of section 139”, the words, brackets 
and figures “a notice issued under clause (i) of sub-section 
(1) of section 142” shall be substituted; 

(b) in sub-section (6), for the words, brackets and figures 
"sub-section (2) of section 139 or sub-section (1) of”, wherever 
they occur, the words, brackets and figures “clause (ij sub¬ 
section (1) of section 142 or” shall be substituted; 
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(19) in section 176,— 

(a) ill sub-section (5), for the words, brackets and figures 
“under sub-section (2) of section. 139”, wherever they occur, the 
words, brackets and figures “under clause (i) of sub-section (1) 
of section 142” shall be substituted; 

(b) in sub-section (7), for the words, brackets and figures 
“sub-section (2) of section 139 or sub-section (1) of”, wherever 
they occur, the words, brackets and figures “clause (i) of sub-sec¬ 
tion (1) of section 142 or” shall be substituted; 

(20) in section 199, the brackets, words, figures and letter “ (In¬ 
cluding a provisional assessment under section 141 A), if any,” shall 
be omitted; 

(21) in section 219, the proviso shall be omitted; 

(22) section 234 shall be omitted; 

(23) In section 253, in sub-section (1), in clause (a), after the word 
and figures “section 154,”, the word, figures and letter “section 246A,” 
shall be Inserted; 

(24) in section 276CC, for the words, brackets and figures “aub- 
section (2) of section 139’’, the words, brackets and figures “clause 
(t) of sub-section (1) of section 142” shall be substituted; 

(25) in section 279, in sub-section (3), for the words, brackets and 
letters “clauses (a), (b), (c), (d) and (e)”, the words, brackets and 
letters “clauses (a) to (g)” shall be substituted with effect from the 
1st day of April, 1988; 

(26) in section 288, in sub-section (4), In clause (b), the words, 
brackets and figures “clauses (i) and (ii) of sub-section (I) of” shall 
be omitted; 

(27) in the First Schedule, in rule 5, in clause (a), for the words, 
figures and letter “sections 30 to 43A”, the words, figures and letter 
“sections 30 to 43B” shall be substituted; 

(28) in the Third Schedule, for the words “Income-tax Officer”, 
the words “Assessing Officer or Tax Kccovery Officer” shall be substi¬ 
tuted. 


CHAPTER III 

Amendments to the 'Wealth-tax Act, 1957 

127. In the Wealth-tax Act, 1957 (hereafter in this Chapter referred Substi- 
to as the Wealth-tax Act) save as otherwise expressly provided in this tntlon 
Act, and unless the context otherwise requires, reference to any authority 
specified in column (1) of the Table below shall be substituted with 
effect from the 1st day of April, 1988 by references, to the authority or 
authorities specified in the corresponding entry in column (2) of the said 



Amend* 
ment ol 
■ection 2. 


86 THE GAZETTE OF INDIA EXTRAORDINARY [Part II— 


Table, and such consequential changes as the rules of grammar may 
require, shall also be made: 

Table 


( 1 ) 


( 2 ) 


Director of Inspection .... Director General or Director 

Deputy Director of Inspection . . . Deputy Director 

Assistant Director of Inspection . . . Assistant Director 

Commissioner or Commissioner of Wealth-tax Chief Commissioner or 

Commissioner 

Inspecting Assistant Commissioner or Inspecting Deputy Commissioner 
Assistant Commissioner of Wealth-tax 

Appellate Assistant Commissioner . . Deputy Commissioner (Appeals) 

Wealth-tax Officer.Assessing Officer 

Inspector of Wealth-tax .... Inspector of Income- tax : 


Provided that nothing contained in this section shall apply to the 
references to “Commissioner” occurring in sections 22D, 24 and 25. 

128 . In section 2 of the Wealth-tax Act,— 

(i) clause (a) shall be omitted; ' 

(it) clause (Ca) shall be re-lettered as clause (cb) and before that 
clause as so re-lettered, the following clause shall be Inserted, 
namely: — 

'(ca) “Assessing Officer” means the Assistant Commissioner 
or the Income-tax Officer who is vested with the relevant jurisdic¬ 
tion by virtue of directions or orders issued under sub-section (I) 
or sub-section (2) of section 120 or any other provision of the 
Income-tax Act which apply for the purposes of Wealth-tax un¬ 
der section 8 of this Act, and also the Deputy Commissioner who 
is directed under clause (b) of sub-section (4) of the said section 
120 to exercise or perform all or any of the powers and functions 
conferred on or assigned to the Assessing Officer under that Act;’; 

(Hi) clauses (g), (gg), (hb), (h), (D and (la) , shall be omitted; 

(in) for clause (h), the following clause shall be substituted, 
namely: — 

‘(h) “company” shall have the meaning assigned to it in 
clause (17) of section 2 of the Income-tax Act;’; 

(u) after clause (Ib), the following clause shall be inserted, 
namely: — 


'(Ic) “maximum marginal rate” means the rate of wealth-tax 
applicable in relation to the highest slab of wealth in the case of 
an individual as specified in Part I of Schedule I;’; 
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(vi) in clause (q), clause (i) of the proviso shall be omitted; 

(vii) for clause (s), the following clause shall be substituted, 
namely: — 

‘(s) the expressions “Chief Commissioner”, “Director-General”, 
“Commissioner”, “Commissioner (Appeals)”, “Director”, “De¬ 
puty Commissioner”, “Deputy Commissioner (Appeals)”, “Assis¬ 
tant Commissioner”, “Income-tax Officer”, “Inspector of Income- 
tax” and "Tax Recovery Officer” shall have the meanings respec¬ 
tively assigned to them under section 2 of the Income-tax Act.’. 

129. In section 3 of the Wealth-tax Act, for the words “Subject to 
the other provisions contained in this Act”, the words and brackets 
“Subject to the other provisions (including provisions for the levy of 
additional wealth-tax) contained in this Act” shall be substituted. 

130. In section 5 of the Wealth-tax Act, with effect from the 1st day 
of April, 1988,— 

(i) in sub-section (I), after clause (xxiv), the following clause 

shall be inserted, namely:— "i 

"(xxiva) units of a Mutual Fund specified under clause 
(23D) of section 10 of the Income-tax Act;”; 

(ii) in sub-section (IA), after the brackets and figures “ (axrtv) ”, 
the brackets, figures and letter “(ccanua)” shall be inserted. 

131. For sections 8, 9, 10 and 11 of the Wealth-tax Act, the following 
sections shall be substituted with effect from the 1st day of April, 1988, 
namely: — 


”8. The income-tax authorities specified in section 116 of the 
Income-tax Act shall be the wealth-tax authorities for the purposes of 
this Act and every such authority shall exercise the powers and per¬ 
form the functions of a wealth-tax authority under this Act in respect 
of any individual, Hindu undivided family or company, and for this 
purpose his jurisdiction under this Act shall be the same as he has 
under the Income-tax Act by virtue of orders or directions issued under 
section 120 of that Act (Including orders or directions assigning con¬ 
current jurisdiction) or under any other provision of that Act. 

Explanation .—For the purposes of this section, the wealth-tax 
authority having jurisdiction in relation to a person who Is not an 
assessee within the meaning of the Income-tax Act shall be the wealth- 
tax authority having jurisdiction in respect of the area in which that 
person resides. 

9. Section 118 of the Income-tax Act and any notification Issued 
thereunder shall apply in relation to the control of wealth-tax autho¬ 
rities as they apply in relation to the control of the corresponding 
income-tax authorities, except to the extent to which the Board may, 
by notification in the Official Gazette, otherwise direct in respect of 
any wealth-tax authority. 
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10. (1) The Board may, from time to time, issue such orders, 
Instructions and directions to other wealth-tax authorities as it may 
deem fit for the proper administration of this Act, and such authorities 
and all other persons employed In the execution of this Act shall ob¬ 
serve and follow such orders, instructions and directions of the Board: 

Provided that no such orders, instructions or directions shall bo 
issued— 


(a) so as to require any wealth-tax authority to make a parti¬ 
cular assessment or to dispose of a particular case iiTa^partlcular 
manner; or 

<h) so as to interfere with the discretion of the Deputy Com¬ 
missioner (Appeals) or Commissioner (Appeals) In the exercise 
of his appellate functions. 

(2) Without prejudice to the generality of the foregoing power,— 

(a) the Board may, if It considers It necessary or expedient 
80 to do, for the purpose of proper and efficient management of 
the work of assessment and collection of revenue, issue, from time 
to time (whether by way of relaxation of any of the provisions of 
sections 16, 17, 18 and 35 or otherwise), general or special orders 
In respect of any class of cases, setting forth directions or instruc¬ 
tions (not being prejudicial to assessees) as to the guidelines, 
principles or procedures to be followed by other wealth-tax au¬ 
thorities In the work relating to assessment or collection of revenue 
or the initiation of proceedings for the imposition of penalties and 
any such order may, if the Board is of opinion that It is necessary 
in the public interest so to do, be published and circulated in the 
prescribed manner for general information; 

(b) the Board may, If it considers It desirable or expedient so 
to do for avoiding genuine hardship In any case or class of cases, 
by general or special order, authorise any wealth-tax authority, 
not being a Deputy Commissioner (Appeals) or Commissioner 
(Appeals), to admit an application or claim for any exemption, 
deduction, refund or any other relief under this Act after the 
expiry of the period specified by or under this Act for making 
such application or claim and deal with the same on merits in 
accordance with law. 

11. (1) The provisions of sections 124 and 127 of the Income-tax 
Act shall, so far as may be, apply for the purposes of this Act as they 
apply for the purposes of the Ihcome-tax Act, subject to the modifica¬ 
tions specified in sub-section (2). 

(2) The modifications referred to in sub-section (1) shall be the 
following, namely; — 

(a) in section 124 of the Income-tax Act,— 

({) In sub-section (3), references to the provisions of the 
Income-tax Act shall he construed as references to the corres¬ 
ponding provisions of the Wealth-tax Act; 
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(ii) sub-section (5) shall be omitted; 

(b) in section 127 of the Income-tax Act, in the Explanation 
below sub-section (5), references to proceedings under the Income- 
tax Act shall be construed as including references to proceedings 
under the Wealth-tax Act.”. 

132. Sections 8A, 8AA, 8B, 9A lOA, llA, UAA, IIB, 12 and 13 of the 
Wealth-tax Act shall be omitted with effect from the 1st day of April, 
1908, 


133. In section 14 of the Wealth-tax Act,— 

(a) for sub-sections (1) and (2), the following sub-sections shall 

be substituted, namely; — 

‘(1) Every person, if his net wealth or the net wealth of any 
other person in respect of which he is assessable under this Act 
on the valuation date exceeded the maximum amount which is not 
chargeable to wealth-tax, shall, on or before the due date, furnish 
a return of his net wealth or the net wealth of such other person 
as on that valuation date in the prescribed form and verified in the 
prescribed manner setting forth particulars of such net wealth 
and such other particulars as may be prescribed. 

I Explanation .—In this sub-section, “due date” hi relation to 

an assessee under this Act shall be the same date as that appli¬ 
cable to an assessee under the Income-tax Act under the Explana¬ 
tion to sub-section (1) of section 139 of the Income-tax Act. 

(2) Notwithstanding anything contained in any other provi¬ 
sion of this Act, a return of net wealth which shows the net 
wealth below the maximum amount which is not chargeable to 
tax shall be deemed never to have been furnished; 

Provided that this sub-section shall not apply to a return fur¬ 
nished in response to a notice under section 17.’; 

(b) sub-section (3) shall be omitted. ’ 

134. For section 15 of the Wealth-tax Act, the following section shall 
be substituted, namely; — 


"15. If any person has not furnished a return within the time 
allowed under sub-section (1) of section 14 or under a notice issued 
under clause (i) of sub-section (4) of section 16, or having furnished 
a return discovers any omission or wrong statement therein, he may 
furnish a return or a revised return, as the case may be, at any time 
before the expiry of one year from the end of the relevant assessment 
year or before the completion of the assessment, whichever Is earlier: 
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sections 
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Provided that— 

(a) where such return or revised return relates to the assess¬ 
ment year commencmg on the 1st day of April, 1987, or any 
earlier assessment year, it may be furnished at any time up to 
and inclusive of the 31st day of March, 1990 or before the com¬ 
pletion of the assessment, whichever is earlier; 

(b) whore such return or revised return relates to the 
assessment year commencing on/ the 1st day of April, 1988, jt 
may be furnished at any time up to and inclusive of the 31st 
day of March, 1991 or before the completion of the assessment, 
whichever is earlier.". 

133. In section 15A of the Wealth-tax Act,— 

(i) for clause (a), the following clause shall be substituted, 
namely; — 

“(a) in the case of an individual,— 

(i) by the individual himself; 

(it) where he is absent from India, by the individual him¬ 
self or by some person duly authorised by him in this behalf; 

(iii) where he is mentally incapacitated from attending 
to his affairs, by his guardian or any other person competent 
to act on his behalf; and 

(iv) where, for any other reason, it is not possible for the 
individual to sign the return, by any person duly authorised 
by him in this behalf: 

Provided that in a case referred to in sub-clause (ii) or sub¬ 
clause (iv), the person signing the return holds a valid power of 
attorney from the Individual to do so, which shall be attached to 
the return;”; 

(ii) to clause (c), the following provisos shall be added, namely:— 

“Provided that where the company is not resident in India, 
the return may be signed and verified by a person who holds a 
valid power of attorney from such company to do so, which shall 
be attached to the return: 

Provided further that,— , 

(a) where the company 1$ being wound up, whether under 
the orders of the court or otherwise, or where any person ha* 
been appointed as the receiver of any assets of the company, 
the return shall be signed and verified by the liquidator refer¬ 
red to in sub-section (I) of section 178 of the Income-tax Act; 

(h) where the management of the company has been taken 
over by the Central Government or any State Government 
under any law, the return of the company shall be signed and 
verified by the principal officer thereof.”. 
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136. For section 15B of the Wealth-tax Act, the following section shall 
be substituted, namely: — 


“15B. (1) Where any tax is payable on the basis of any return 
fumished under section 14 or section 15 or in response to a notice 
under clause (i) of sub-section (4) of section 16 or under section 17, 
after taking into account the amount of tax, if any, already paid under 
any provision of this Act, the assessee shall be liable to pay such tax, 
together with interest payable under any provision of this Act for any 
delay in furnishing the return, before furnishing the return and the 
return shall be accompanied by proof of payment of such tax and 
interest. 

Explanatioyi .—Where the amount paid by the assessee under this 
sub-section falls short of the aggregate of the tax and interest as afore¬ 
said, the amount so paid shall first he adjusted towards the interest 
payable as aforesaid and the balance, if any, shall be adjusted towards 
the tax payable. 

(2) After the regular assessment under section 16 has been made, 
any amount paid under sub-section (1) shall be deemed to have been 
paid towards such regular assessment, 

(3) If any assessee fails to pay the whole or any part of such tax 
or interest or both in accordance with the provisions of sub-section 
(1), he shall, without prejudice to any other consequences which he 
may Incur, be deemed to be an assessee in default in respect of the 
tax or Interest or both remaining unpaid and aU the provisions of this 
Act shall apply accordingly.”. 

137. Section 15C of the Wealth-tax Act shall be omitted. 


138. For section 16 of the Wealth-tax Act, the following section shall 
be substituted, namely;— 


•‘16. (1) (a) Where a return has been made under section 14 or sec¬ 
tion 15 or in response to a notice under clause (i) of sub-section 

(4)- 


(i) if any tax or interest is found due on the basis of such 
return after adjustment of any amount paid by way of tax or 
interest, an intimation shall be sent to the assessee specifying 
the sum so payable, and such intimation shall he deemed to be 
a notice issued under section 30 and all the provisions of this 
Act shall apply accordingly; and 

(H) if any refund is due on the basis of such return, it shall 
be granted to the assessee: 
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Provided that in computing the tax or interest payable by, or 
refundable to, the assessee, the following adjustments shall be made 
in the net wealth declared in the return, namely ; — 

(i) any arithmetical errors in the return, accounts or docu¬ 
ments accompanying it shall be rectified; 

(ii) any exemption or deduction, which, on the basis of the 
information available in such return, accounts or documents, is 
prima jacie admissible but which is not claimed or made In the 
return, shall be allowed; 

(it?) any exemption or deduction claimed or made in the 
return, which, on the basis of the information available in such 
return, accounts or documents, is prima facie inadmissible, shall 
be disallowed; 

(h) Where, as a result of an order made under section 17 or section 
23 nr section 24 or section 25 or section 27 or section 29 or section 35 or 
any order of the Wealth-tax Settlement Commission under sub-section 
(4) of section 22D relating to any earlier assessment year and passed 
subsequent to the filing of the return referred to in clause (a), there 
is any variation in the exemption or deduction claimed or made in the 
return, and as a result of which,— 

(i) if any tax or interest is found due, an intimation shall be 

sent to the assessee specifying the sum so payable, and such inti¬ 
mation shall be deemed to be a notice of demand issued under 
section 30 and all the provisions of this Act shall apply accordingly, 
and , 

(ii) if any refund is due, it shall be granted to the assessee; 

Provided that an intimation for any tax or interest due under this 
clause shall not be sent after the expiry of four years from the end of 
the financial year in which any such order was passed. 

(2) In a case referred to in sub-section (I), if the Assessing Offi¬ 
cer consider,? it necessary or expedient to ensure that the assesses has 
not understated the net wealth or has not under-paid the tax in any 
manner, he shall serve on the assesses a notice requiring him, on a 
date to be specified therein, either to attend at the office of the Assess¬ 
ing Officer or to produce, or cause to be produced there, any evidence 
on which the assessee may rely in support of the return: 

Provided that no notice under this sub-section shall he served 
on the assessee after the expiry of the financial year In which the 
return is furnished or the expiry of six months from the end of the 
month in which the return is furnished, whichever is later. 

(3) On the day specified in the notice Issued under sub-section 
(2) or as soon afterwards as may be, after hearing such evidence as 
the assessee may produce and such other evidence as the Assessing 
Officer may require on specified points, and after taking into ac¬ 
count all relevant material which he has gathered, the Assessing 
Officer shall, by order in writing, assess the net wealth of the asses- 
see and determine the sum payable by him on tlie basis of such assew- 
ment. 
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(4) For the purposes of making an assessment under this Act, 
the Assessing Officer may serve, on any person who has made a 
return under section 14 or section 15 or in whose case the time al¬ 
lowed under sub-section (1) of section 14 for furnishing the return 
has expired, a notice requiring him, on a date to be specified therein,— 

V 

(i) where such person has not made a return before the end of 
the relevant assessment vear to furnish a return of his net wealth or 
the net wealth of anv other person in respect of which he is assess¬ 
able under this Act on the valuation date, in the prescribed form 
and verified in the prescribed manner. seUin.g forth the particu¬ 
lars of such net wealth and such other particulars as may be 
prescribed, or 

(ii) to produce or cause to be produced such accounts, re¬ 
cords or other documents as the Assessing Officer may require- 

(5) If any person— 

(al fails to make the return required under sub-section fl) 
of section 14 and has not made a return or a revised return 
under section 15, or 

(b) fails to comply with all the terms oE a notice Issued 
under sub-section (2) or sub-section (4 ), 

the Assessing Officer, after taking into account, all relevant mate¬ 
rial which he has gathered, shall, after giving .such person an op¬ 
portunity of being heard, e.stimate the net wealth to the best of his 
judgment and determine the sum payable by the person on the basis 
of such assessment; 

Provided that such opportunity shall he given by the Assessing 
Officer by serving a notice calling upon the person to show cause, 
on a date and time to be specified in the notice, why the assessment 
should not he completed to the best of his judgment: 

Provided further that it shall not be necessary to give such op¬ 
portunity in a case where a notice under sub-section (4) has been 
Issued prior to the making of the assessment under this sub-section.”. 


139. In section 17 of the Wealth-tax Act,— 

(dj for sub-section (J), the following sub-sections shall be sub 
stituted. namely: — 

*' (1) If the Assessing Officer, for reasons to be recorded by 
him in writing, is of the ‘■'pinion that the net wealth chargeable 
to lax in respect of which any per.son is assessable under ibis 
Act has escaped assessment for any assessment year (whether 
by reason of under-assessment or asses.sment at too low a rate 
or otherwise'), be may, subiect to the ntb.er provisions of this 
section and section 17A, serve on such person a notice requiring 
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him to furnish within such period, not being less than thirty 
days, as may be specified in the notice, a return in the pres¬ 
cribed form and verified in the pre.scribed manner setting forth 
the net wealth in respect of which such person is assessable as 
On the valuation date mentioned in the notice, along with such 
other particulars as may be required by the notice, and may 
proceed to assess or re-assess such net wealth and also any 
other net wealth chargeable to tax in respect of which such 
person is assessable, which has escaped assessment and which 
comes to his notice subsequently in the course of the proceed¬ 
ings under this section for the assessment year concerned (here¬ 
after in this section referred to ps the relevant assessment year), 
and the provisions of this Act shall, so far as may be, apply 
as if the retutn were a return required to be furnished under 
section 14: 

Provided that where an assessment under sub-section (3) 
of section 16 or this section has been made for the relevant assess¬ 
ment year, no action shall hp taken under this section after the 
expiry of four years from the end of the relevant assessment year, 
unless any net wealth chargeable to tax has e,scaped assessment 
for such assessment year hy reason of the failure on the part of 
the assessee to make a return under section 14 or section 15 or 
in response to a notice Issued under sub-section (4) of section 16 
or this section or to disclose fuHv and trulv all material facts 
necessary for his assessment for that assessment year. 

Explanation .—Production before the Assessing Officer of 
account books or other evidence from which material evidence 
could with due diligence have been discovered by the Assessing 
Officer will not necessarily amount to disclosure within the 
meaning of the foregoing proviso, 

(lA) No notice under .sub-section (?) shall be issued for the 
relevant asse.ssment year,—• 

fa) in a case where an assessment under sub-section (3) 
of section 16 or sub-.section (1) of this section has been made 
for such assessment year,— 

(f) if four years have elapsed from the end of the 
relevant assessment year, unless the case falls under sub¬ 
clause (i?) or sub-clause (Hi); 

(ii) If four years, but not more than seven years, 
have elapsed from the end of the relevant assessment 
year, unless the net wealth chargeable to tax which has 
escaped asses.sment amounts to Or is likely to amount to 
rupees five lakhs or more for that year; 

(Hi) if seven years, but not more than ten years, have 
elapsed from end of the relevant assessment year, 
unless the net wealth chargeable to tax which has escap¬ 
ed assessment amounts to or is likely to amount to rupees 
ten lakhs or more for that year; 
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(b) in any other case,— 

(i) if four years have elapsed from the end of the re¬ 
levant assessment year, unless the case falls under sub¬ 
clause (ii) or sub-clause (Hi ); 

(ii) if four years, but not more than seven years, 
have elapsed from the end of the relevant assessment 
year, unless the net wealth chargeable to tax which has 
escaped assessment amounts to or is lively to amount to 
rupees two lakhs and fifty thousand or more for that year; 

(Hi) if seven years, but not more than ten years, have 
elapsed from the end of the relevant assessment year, un¬ 
less the net wealth chargeable to tax which has escaped 
assessment amounts to or is likely to amount to rupees 
five lakhs or more for that year. 

Explanation.—For the purposes of sub-section (1) and sub¬ 
section (lA), the following shall also be deemed to be cases where 
net wealth chargeable to tax has escaped assessment, namely; — 

(a) where no return of net wealth has been furnished 
by the assessee although his net wealth or the net wealth of 
any other person in respect of which he is assessable under 
this Act on the valuation date exceeded the maximum amount 
which is not chargeable to wealth-tax; 

(b) where a return of net wealth has been furnished by 
the assessee but no assessment has been made and it is noticed 
by the Assessing Officer that the assessee has understated the 
net wealth or has claimed excessive exemiition or deduction 
in the return. 

(IB) (a) In a case where an assessment under sub-section 
(3) of section 16 or sub-section (1) ®f this section has been made 
for the relevant assessment year, no notice shall be Issued under 
sub-section (1) except by an Assessing Officer of the rank of 
Assistant Commissioner or Deputy Commissioner; 

Provided that, after the expiry of four years from the end of 
the relevant assessment year, no such notice shall be Issued un¬ 
less the Chief Commissioner or Commissioner is satisfied, on the 
reasons recorded by the Assessing Officer aforesaid, that it is a 
fit case for the Issue of such notice. 

(b) In a case other than a case falling under clause (a), no 
notice shall be issued under sub-section (1) by an Assessing 
Officer, who is below the rank of Deputy Commissioner, after 
the expiry of four years from the end of the relevant assessment 
year, unless the Deputy Commissioner is satisfied, on the reasons 
recorded by such Assessing Officer, that it is a fit case for the issue 
of such notice."; 
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(b) in sub-section (2), in the opening paragraph, the words “or 
by a court in any proceedings under any other law” shall be added 
at the end. 

140, In section 17A of the Wealth-tax Act,— 

(a) for sub-sections (1) and (2), the following sub-sections shall 
be substituted, namely:— 

“(I) No order of assessment shall be made under section 16 
at any time after the expiry of two years from the end of the 
assessment year in which the net wealth was first assessable: 

Provided that where the net wealth was first assessable in 
the assessment year commencing on the 1st day of April, 1985, 
or the 1st day of April, 1986, such assessment may be made on 
or before the 31st day of March. 1990. 

(2) No order of assessment or reassessment shall be made 
under section 17 after the expiry of two years from the end of tha 
financial year in which the notice under sub-section (1) of that 
section was served: 

Provided that,— 

(i) where the notice under clause (a) of sub-section ( 2 ) 
of section 17 wa.s served during the financial year com¬ 
mencing on the 1st day of April, 1985, or the Ist day of 
April, 1986, such assessment or reassessment may be com¬ 
pleted on or before the 31st day of March, 1990; 

(fii) where the notice under clause (b) of sub-section (I) 
of section 17 relates to the assessment for the assessment 
year commencing on the hst day of April, 1985, or the 1st 
day of April, 1986, such assessment or reassessment may be 
completed on or before the 31st day of March, 1990, or the 
expiry of two years from the end of the financial year In 
which such notice was served, whichever is later. 

■I 

Explanation .—References to section 17 in the proviso shall 
De construed as references to that section as it stood beiore 
amendment by the Direct Tax Laws (Amendment) Act, 1987.”; 

(b) in sub-section (3),— 

(i) for the words “four years”, the words “two years" shall 
be substituted; 

(ii) the following proviso shall be inserted at the end, 

namely:— i 

‘‘Provided that where the order setting aside or cancel¬ 
ling an assessment was passed during the financial year 
commencing on the 1st day of April, 193.‘>, or the lat day of 
April, 1986, the order of fresh assessment may be made on 
or before the 31st day of March, 1990.” 




SEC, 2] THE GAZETTE OF INDIA EXTRAORDINARY 97 

141. After section 17A of the Wealth-tax Act, the following section 
shall be inserted, namely;— 


‘17B. (1) Where the return of net wealth for any assessment year 
under sub-section (I) of section 14 or section 15, or in response to a 
notice under clause (i) of sub-section (4) of section 16, is furnished 
after the due date, or is not furnished, the assessee shall be liable to 
pay simple interest at the rate of two per cent, for every month or 
part of a month comprised in the period commencing on the date 
immediately following the due date, and,— 

(a) where the return is furnished after the due date, ending 
on the date of furnishing of the return, or 

(b) where Ro return has been furnished, ending on the date 
of completion of the assessment under sub-section (5) of section 

16 . 

on the amount of tax payable on the net wealth as determined on 
regular assessment. 

Explanation 1 .—In this section, “due date” means the date speci¬ 
fied in sub-section (I) of section 14 as applicable in the case of the 
assessee. 

Eocplanation 2 .—In this sub-section and sub-section (3), “tax 
payable on the net wealth as determined on regular assessment'^ 
shall not include the additional wealth-tax, if any, payable under 
section 18D. 

Explanation 3- —Where, in relation to an assessment year, an 
assessment is made for the first time under section 17, the assessment 
so made shall be regarded as a regular assessment for the purposes 
of this section. 

(2) The interest payable under sub-sectlon (I) shall be reduced 
by the Interest, if any, paid under section 15B towards the interest 
chargeable under this section. 

(3) Where the return of net wealth for any assessment year, 
required by a notice under sub-section (I) of section 17 issued after 
the completion of an assessment under sub-section (3) or sub-section 
(5) of section 16 or section 17, is furnished after the expiry of the 
time allowed under such notice, or is not furnished, the assessee shall 
be liable to pay simple interest at the rate of two per cent, for every 
month Or part of a month comprised in the period commencing on 
the day immediately following the expiry of the time allowed as 
aforesaid, and,— 

(a) where the return is furnished after the expiry of the time 
aforesaid, ending on the date of furnishing the return; or 

(b) where no return has been furnished, ending on the date 
of completion of the reassessment under seel ion 17, 

on the amount by which the tax on the net wealth determined on 
the basis of such reassessment exceeds the tax on the net wealth as 
determined on the basis of the earlier assessment aforesaid. 
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Explanation .—In this sub-section, “tax on the net wealth deter¬ 
mined on the basis of the reassessment under section 17” shall not 
Include the additional wealth-tax, if any, payable under section 18D. 

(4) Where, as a result of an order under section 23 or section 24 
or section 25 or section 27 or section 29 or section 35 or any order 
of the Wealth-tax Settlement Commission under sub-section (4) 
of section 22D, the amount of tax on which interest was pay¬ 
able under this section has been increased or reduced, as the case may 
be, the interest shall be Increased or reduced accordingly, and,— 

(i) in a case where the interest is increased, the Assessing 
Officer shall serve on the assessee a notice of demand in the 
prescribed form specifying the sum payable, and such notice of 
demand shall be deemed to be a notice under section 30 and the 
provisions of this Act shall apply accordingly, and 

(ii) in a case wheTe the interest is reduced, the exces® 
interest paid, if any, shall be refunded. 

(5) The provisions of this section shall apply in respect of 
assessments for the assessment year commencing on the 1st day of 
April, 1989 and subsequent assessment years,’. 

142. For sections 18 and 18A of the Wealth-tax Act, the following 
flections shall be substituted, namely:— 


‘18. (1) If the Assessing Officer, In the course of any proceedings 
under this Act, is satisfied that any person has failed to comply with 
the notice under sub-section (2) or sub-section (4) of section 16, the 
Assessing Officer may, by order in writing, direct that such person 
shall pay, by way of penalty, a sum which shall not be less than one 
thousand rupees but which may extend to twenty-five thousand 
rupees for each such failure: 

Provided that— 

(a) no penalty shall be imposable under this section, If the 
person proves that there was reasonable cause for the failure 
referred to in this sub-section; I 

(h) no order imposing a penalty under this section shall be 
made— 


(0 by the Income-tax Officer, where the penalty exceeds 
ten thousand rupees; 

(ii) by the Assistant Commissioner, where the penalty 
exceeds twenty thousand rupees, 

except with the prior approval of the Deputy Commissioner. 

(2) No order shall be made under sub-section (1) unless the 
person concerned has been heard^ or has been given a raasonable- 
ppportunity of being heard. 
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(3) No order imposing a penalty under sub-section (I) shall b« 
passed after the expiry of the financial year in which the proceedings, 
in the course of which action for the imposition of penalty has been 
initiated, are completed, or six months from the end of the month in 
which action for imposition of penalty is Initiated, whichever period 
expires later. 

Explanation.—In computing the period of limitation for the 
purposes of this section,— 

(i) any period during which the immunity granted under 

section 22H remained in force; ' 

(ii) the time taken in giving an opportunity to the assessce 
to be re-heard under the proviso to section 39; and 

(Hi) any period during which a proceeding under this 
section for the levy of penalty is stayed by an order or injunction 
of any court, 

shall be excluded. 
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he shall pay, by way of penalty, a sum which shall not be less than 
five hundred rupees but which may extend to ten thousand rupees for 
each such default or failure: 

Provided that no penalty shall be imposable under clause (c) If 
the person proves that there was reasonable cause for the said failure, 

(3) If a person fails to furnish in due time any statement or 
information which such person is bound to furnish to the Assessing 
Officer under section 38, he shall pay, by way of penalty, a sum which 
shall not be less than one hundred rupees but which may extend to 
two hundred rupees for every day during which the failure continues; 

Provided that no penalty shall be imposable under this sub-section 
if the person proves that there was reasonable cause for the said 
failure. ^ 

(3) Any penalty imposable under sub-section (1) or sub-section 
(2) shall be Imposed— 

(a) in a case where the contravention, failure or default in 

respect of which such penalty is imposable occurs in the course 


18A, (1) If any person,— 

(a) being legally bound to state the truth of any matter 

touching the subject of his assessment, refuses to answer any 
question put to him by a wealth-tax authority in the exercise of 
his powers under this Act; or | 

(b) refuses to sign any statement made by him in the courae 

of any proceedings under this Act, which a wealth-tax authority 
may legally require him to sign; or | 

(c) to whom a summons is issued under sub-section (I) of 
section 37 either to attend to give evidence or produce books of 
account or other docmnents at a certain place and time, omits 
to attend or produce the books of account or documents at the 
place and time, 
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of any proceeding before a wealth-tax authority not lower in rank 
than a Deputy Director or a Deputy Commissioner, by such 
wealth-tax authority; 

(b) in any other case, by the Deputy Director or the 
Deputy Commissioner. 

(4) No order under this section shall be passed by any wealth- 
tax authority retened to in sub-section (3) unless the person on whom 
the penalty is proposed to be imposed has been heard, or has been 
given a reasonable opportunity of being heard in the matter, by such 
authority. 

Explanation.-~ln this section, "wealth-tax authority” Includes a 
Director General, Director, Deputy Director, Assistant Director and 
a Valuation Officer while exercising the powers vested in a court 
, under the Code of Civil Procedure, 1908, when trying a suit in respect 
of the matters specified in sub-section (1) of section 37.’. 

143. In the Wealth-lax Act, after section 18C, the following Chapter 
shall be inserted, namely;— : 


"CHAPTER IVB 

Charge of ADCiTiONAL wealth-tax in certain cases 

18D. (1) Where, in the case of any person, the net wealth 
deiennincd in the regular assessment for any assessment year 
(hereafter in this section referred to as assessed net wealth) exceeds 
the net wealth declared in the return of net wealth furnished by 
such person for that asses.sment year (hereafter in this section lie- 
forred to as returned net wealth) by any amount, the Assessing 
Officer shall make an order in writing that such person shall, apart 
from the sum determined as payable by him on the basis of the 
assessment under section 16, be liable to pay, by way of additional 
wealth-tax, in respect of the sajd assessment year, as sum calculat¬ 
ed on -such excess amount at the rate of three per cent. 

(2) For the purposes of sub-section (1 ),— 

(a) where such person has furnished two or more returns of 
net wealth for the s^nie assessment year, the net wealth declared 
in the return furnished last before the service of a notice under 
sub-section (2) of section 16 on such person shall be treated as 
the returned net wealth; 

(b) where such person fails to furnish the return of net 
wealth in respect of any assessment year and the assessment for 
that year is made under sub-section (5) of section 16, the returned 
net wealth shall be taken to be nil; 

(c) where such person fails to furnish a return of net wealth 
for any assessment year under section 14 or section 15, but 
furnishes such return after he is served with a notice under 
section 17, the returned net wjealth shall be taken to be nil. 

(3) Where, as a result of an order under section 17 or section 23 
or section 24 or section 25 or section 27 or section 29 or section 35 or 
any order of the Wealth-tax Settlement Commission 
under sub-section (4) of section 22D, the amount on which the 
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additional wealth-tax is payable under sub-section (I) has been 
Increased or reduced, as the case may be, the additional wealth-tax 
shall be increased or reduced accordingly, and,— 

(i) in a case where the additional wealth-tax is increased, 
the Assessing Officer shall serve on the assessee a notice of 
demand in the prescribed form specifying the sum payable, and 
such notice of demand shall be deemed to be a notice under 
section 30 and the provisions of this Act shall apply accordingly; 

(ii) in a case where the additional wealth-tax is reduced, the 
excess amount paid. If any, shall be refunded. 

(4) The Chief Commissioner or Commissioner may, in his 
discretion, whether on his own motion or otherwise, waive or reduce 
the amount of additional wealth-tax payable under sub-section (1) 
by any person, if he is satisfied that the whole or, as the case may 
be, any part of the excess amount referred to in that sub-section is 
attributable to any amount added or disallowed in computing the 
assessed net wealth, as a result of the rejection of any explanation 
(by way of interpretation of any provision of this Act or otherwise) 
offered by such person, if such explanation is bona fide and all the 
facts relating to the same and material to the computation of the 
assessed net wealth have been disclosed by him: 

Provided that— 

(i) where an appeal before the Deputy Commissioner 
(Appeals) or Commissioner (Appeals) or the Appellate Tribu¬ 
nal has also been filed by the assessee against the order of 
assessment, the petition for waiver or reduction of the amount 
of additional wealth-tax can be filed by the assessee only after 
the decision on such appeal; 

(ii) the petition for waiver or reduction of the amount of 
additional wealth-tax shall be accompanied by a fee of one 
hundred rupees. 

(5) Where in the course of a search under section 37A, the 
assessee is found to be the owner of any money, bullion, jewellery 
or other valuable article or thing (hereinafter referred to as assets) 
and the assessee claims that such assets represent or form part of hia 
net wealth— 

(a) on any valuation date falling before the date of the 

search, but the return in respect of the net wealth on such date 
has not been furnished before the date of the search or where such 
return has been furnished before the said date, such assets have 
not been declared in such return; or 1 

(b) on any valuation date falling on or after the date of the 
search, 

then, notwithstanding that such assets are declared by him in any 
return of net wealth furnished on or after the date of the search, the 
value of such assets shall not, for the purposes of liability to the 
additional, wealth-tax under sub-section (1), be treated as forming 
part of the returned net wealth, unless— I 

(i) such assets are recorded— 

(A) in a case falling under clause (a), before the date of 

the search; and 
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(B) in a case falling under clause (b), on or before the 
date of the search, 

in the books of account, if any, maintained by him or such 
assets are otherwise disclosed to the Chief Commissioner 
or Commissioner before the said date; or 

(ii) the assessee, in the course of the search, makes a state¬ 
ment under sub-section (4) of section 37A that any money, bul- 
lion, jewellery or other valuable article or thing found in his pos¬ 
session or under his control forms part of his net wealth which 
has not been disclosed so far in his return of net wealth to be 
furnished before the expiry of the time specified in sub-section 
(1) of section 14, and also specifies in the statement the manner 
in which such net wealth has been acquired and pays the tax to¬ 
gether with interest, if any, in respect of such net wealth. 

(6) The additional wealth-tax payable under this section shall 
not be Included in the amount of tax payable on the net wealth as 
determined on regular assessmtent, for the purposes of section 

144. In section 21A of the Wealth-tax Act,— 

(a) in clause (i), (or the words, brackets and figures "any person 
referred to in sub-section (3) of section 13 of the Income-tax Act", the 
words “any interested person,” shall be substituted; 

(b) ' in clause (n), for the words, brackets and figures "any person 
referred to in sub-section (3) of section 13 of the said Act, or", the 
words “any interested person,” shall be substituted; 

(c) clause (iii) shall be omitted; 

(d) in the first proviso, for the words, brackets and figures “any 
person referred to in sub-section (3) of section 13 of the Income-tax 
Act”, the words "any Interested person” shall be substituted; 

(e) in the second proviso,— 

({) for the words, brackets and figures “any person referred 
to in sub-section (3) of section 13 of the Income-tax Act has a 
substantial Interest as provided in Eocplanation 3 to that section”, 
the words, figures, brackets and letter “any interested person has 
a substantial interest as provided in Expla'nation 3 below sub¬ 
section (4) of section 80F of the Income-tax Act” shall be substi¬ 
tuted; 

(i{) for the words, brackets and figure "®ny person referred 
to In the aforesaid sub-section (3)”, the words “any interested 
person” shall be substituted; 

(/) in the third proviso,— 

(i) for clause (a), the following clause shall be substituted, 
namely: — 

* (a) in the case of any trust or institution of national 
Importance notified under clause (d) of sub-section (1) of 
section 80F of the Income-tax Act,— 

(i) the provisions of clause (i) and clause (it) shall 
not apply; and 
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(ii) the other provisions of this section shall apply 
with the modification that for the words “at the maximum 
marginal rate”, the words and figures “at the rates speci¬ 
fied in Part I of Schedule I In the case of an individual’' 
shall be substituted;’; 

(ii) in clause (h), for the words, brackets and figures “clauses 
(i) to (iii) ”, the words, brackets and figures "clauses (i) and (ii) ” 
shall be substituted; 

ig) in the Explanation, for clauses (a) and (aa), the following 
clauses shall be substituted, namely: — 

‘(o) the expression “interested person” shall have the meaning 
assigned to it in clause (a) of Explanation 1 below sub-section (4) 
of section 80F of the Income-tax Act; 

(ab) any part of the property or income of a trust shall be 
deemed to have been used or applied for the benefit of any in¬ 
terested person in every case in which it can be so deemed to 
have been used or applied within the meaning of clause (c) of 
sub-section (3) of section 80F of the Income-tax Act at any time 
during the period of twelve months ending with the relevant 
valuation date;’. ' 

145. In section 21AA of the Wealth-tax Act, in sub-section (1), for 
the portion beginning with the words “purposes of this Act” and end¬ 
ing with the words “beneficial to the revenue”, the words "purposes of 
this Act, and at the maximum marginal rate” shall be substituted. 

146. In section 23 of the Wealth-tax Act,— 

(a) in sub-section (I),— i 

(i) for clause (d), the following clause shall be substituted, 
namely; — 

“(d) objecting to any penalty imposed by the Assess¬ 
ing Officer under section 18 as it stood immediately before 
the 1st day of April, 1989 or under section 18 as amended 
by the Direct Tax Laws (Amendment) Act, 1987;”; 

(ii) clause (i) shall be omitted; 

(b) in sub-section (M), for clauses (b), (c) and (d), the fol¬ 

lowing clauses shall be substituted, namely: — 

"(h) objecting to any penalty imposed under clause 

(c) of sub-section (1) of section 18 as it stood immediately 
before the 1st day of April, 1989 in respect of any assessment 
year commencing on the 1st day of April, 1988 or any earlier 
assessment year where such penalty has been imposed with the 
previous approval of the Deputy Commissioner under sub-sec¬ 
tion (3) of that section; or 
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assessment or order has been made by the Deputy Commission¬ 
er in exercise of the powers or functions conferred on or assi¬ 
gned to him under section 8 or section 11; or 

(d) objecting to any penalty imposed by the Deputy Dir¬ 
ector or the Deputy Commissioner under section 18A.”; 

(c) for sub-sections (IB), and (IC), the following sub-section 
shall be substituted, namely:— 

“(IB) Notwithstanding anything contained in sub-section (1), 
the Board or the Director General or Chief Commissioner or Com¬ 
missioner if so authorised by the Board, may, by order in writing, 
transfer any appeal which is pending before a Deputy Com¬ 
missioner (Appeals) and any matter arising out of or connect¬ 
ed with such appeal and which is so pending, to the Commis¬ 
sioner (Appeals) if the Board or, as the case may be, the 
Director General, Chief Commissioner or Commissioner 
(at the request of the appellant or otherwise) is satisfied that 
it is necessary or expedient so to do having regard to the nature 
of the case, the complexities involved and other relevant con¬ 
siderations and the Commissioner (Appeals) may proceed with 
such appeal or matter from the stage at which it was before it 
was so transferred: 

Provided that the appellant may demand that before pro¬ 
ceeding further with the appeal or matter, the previous pro¬ 
ceeding or any part thereof be re-opened or that he be re¬ 
heard;"; 

(d) in sub-section (2A), the proviso shall be omitted. 

147. After section 23 of the Wealth-tax Act. the following section 
shall be inserted, namely:— 


'‘23A. (I) Where before furnishing a rettirn of net wealth under 
sub-section (I) of section 14 or section 15 or sub-section (4) of 
section 16 for any assessment year, any question arises as to whether,— 

(a) any wealth is includible or not in computing the net 
wealth (hereafter in this section referred to as the disputed 
wealth), or 

(b) any exemption or deduction is admissible or not in com¬ 

puting the net wealth (hereafter in this section referred to as the 
disputed deduction), ' 

the assessoe shall, after furnishing such return, make an application 
under sub-section (2): 

Provided that the assessee,— 

(?) .shall include in such return the dispuled V 7 cn''th and shall 
not claim the disputed deduction; and 

(ii) shall also pay thirty per cent, of Ihe tax due on the disput¬ 
ed wealth and in respect of the amount of disputed deduction, 
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(Z) The application under sub-section (1) may be made within 
thirty days of furnishing the aforesaid return, to the Deputy Com¬ 
missioner (Appeals) or^ as the case may be, to the Commissioner 
(Appeals), 

(3) For the purpose of disposing of an application under sub¬ 
section (I), the Deputy Commissioner (Appeals) or, as the case 
may be, the Commissioner (Appeals) may— 

(a) conduct such inquiry or call for such books of account, 
other documents or Information which he deems necessary: or 

(b) direct the Assessing Officer to conduct such inquiry and 
furnish the report thereon, 

and thereafter decide the question raised in the application and pans 
such orders thereon as he thinks fit. 

(4) The provisions relating to filing of appeals under this Act 

shall, so far as may be, apply to the making of an application under 

this section as if such application were an appeal.”. 

148. In section 31 of the Wealth-tax Act,— 

(a) in sub-section (1) and the proviso to that sub-section, for 

the words “thirty-five days”. In the threie places where they occur, 

the words “thirty days” shall be substituted; 

(b) in sub-section (2),— 

(i) for the words, brackets and figure “fifteen per cent, per 
annum from the day commencing after the end of the period 
mentioned in sub-section (I)”, the words, brackets and figure 
“one and one-half per cent, for every month or part of a month 
comprised in the period commencing from th'e day Immediately 
following the end of the period mentioned in sub-section (1) 
and ending with the day on which the amount Is paid” shall be 
substituted; 

(ii) in the proviso, after the words and figures “or section 
35’’, the words, brackets, figures letter “or any order of the 
Wealth-tax Settlement Commission under sub-section (4) of 
section 22D’’ shall be inserted; 

(tti) after the proviso, the following proviso shall be In¬ 
serted, namely;—■ 

“Provided further that in respect of any period com¬ 
mencing on or before the 31st day of March, 1989, and 
ending after that date, such Interest shall, In respect of so 
much of such period as falls after that date, be calculated 
at the rate of one and one-balf per cent, for every month or 
part of a month.”. 

149. In section 32 of the Wealth-tak Act,— 

(a) for the words “and to Wealth-tax Officer and Commissioner 
of Wealth-tax instead of to Income-tax Officer and Commissioner of 
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!n<;onie-tax”, the words “and to the corresponding wealth-tax 
authorities instead of to the income-tax authorities specified therein’' 
shall be substituted; 

(b) for Explanation II, the following Explanation shall be 
substituted, namely: — 

“Explanation II—r-The Chief Commissioner or Commis¬ 
sioner and the Tax Recovery Officer referred to in the Income- 
tax Act shall be deemed to be the corresponding wealth-tax 
authorities for the purpose of recovery of wbalth-tax and sums 
imposed by way of penalty, fine and interest under this Act.”. 

150. In section 34A of the Wealth-tax Act,— 

(i) to sub-section (I), the following proviso shall be added, 
namely: — 

“Provided that where, by the order aforesaid,— 

(a) an assessment is set aside or cancelled and an order 
of fresh assessment is directed to be made, the refund, if 
any, shall become due only on the making of such fresh 
assessment; 

(b) the assessment is annulled, the refund shall become 
due only of the amount, if any, of the tax paid in excess 
of the tax chargeable on the total income returned by the 
assessee.”; 

(it) after sub-section (4), the following sub-sections shall be 
inserted, namely: — 

"(4A) The provisions of sub-sections (3), (3A) and (4) 
shall not apply in respect of any assessment for the assessment 
year commencing on the 1st day of April, 1989, or any subse¬ 
quent assessment year. 

(4B) (a) Where, in pursuance of anv order passed under 
this Act, the refund of anv amount bemmes due to the assessee 
he shall, subject to the provisions of this sub-section, be entitled to 
receive, in addition to the said amount, simple interest thereon 
calculated at the rate of one and a half per cent, for every 
month or part of a month comprised in the period or periods 
from the date or, as the case may be. dates of payment of the 
r.ax or penalty to the date on wffiich the refund is granted. 

Explanation.—For the purposes of this clause, “date of pay¬ 
ment of the tax or penalty” means the date on and from which 
the amount of tax or penalty specified in the notice of demand 
issued under section 30 ig paid in excess of such demand. 

(b) If the proceedings resulting in the refund are delayed 
for reasons attributable to the assessee. whether wholly or in 
part, period of the delay so attributable to him shall be exclud- 
from the period for which interest is payable and where any 
question arises as to the period to be excluded, it shall be 
decided by the Chief Commissioner or Commissioner whose 
decision thereon shall bp final. 
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(c) Whtrej as a result, of an order under section i'/ or sec¬ 
tion iJd or section ii4 or section 25 or section 27 or section 2y 
or section 35 or any order of die Weaitir tax bettiement Com¬ 
mission unoer sub-section (■k) of section 22D, tlie amount 
on which interest was payable und,er c ause (a) nas been 
increased or reduced, as tne case may be, tne hiterest shall be 
increased or reduced accmdingly, and m a case where the 
interest is reduccU, the Assessing Uflicer shall serve on the 
assessee a notice of demand m the prescribed form specilying 
the amount of tiie excess interest paiu and retiuirmg inm to 
pay sucli amount; and such notice of demand shall be deemed 
to be a notice under sectmn 30 and the provisions of this Act 
shafl apply accordingly. 

(d) The provisions of this sub-section shall apply in respect 
of assessments for the assessment year commencing on the 1st 
day of April, 1989, and subsequent assessment years.’ . 

151. In section 35 of the Wealth-tax Act, in sub-section (1), clause 
(aa) shall be renumbered as clause (aaa) and before clause (aaa) as 
BO renumbered, the following clause shall be inserted, namely; — 

“(oa) a wealth-tax authority may amend any intimation sent 
by it under sub-section (1) of section 16 or enhance or reduce the 
amount of refund granted by it under that sub-section, ". 

15iJ. In section 35K ot the Wealth-tax Act,— 

(a) in sub-section (.1), for the words “an assessment year ’, the 
words, figures and letters “the assessment year commencing on the 
1st day of April, 1988, or any earlier assessment year” shall be 
substituted; 

(b) in sub-section (2), for the words, figures and letters “any 
of the Wealth-tax authorities specified in sections 8, 9, 9A, 10, lOA 
and 11”, the words and brackets “any Wealth-tax authority (not 
being an Inspector of Income-tax)” shall be substituted. 

163. In section 37 of the Wealth-tax Act,— 

(a) after sub-section (1), the following sub-section shall be 
inserted, namely; — 

“(lA) If the Director General or Director or the authorised 
officer referred to in sub-section (!) of section 37A, before he 
takes action under clauses (i) to (ui) of that sub-section, has 
reason to suspect that any net wealth has been concealed, or 
is likely to be concealed, by any person or class of persons with¬ 
in his Jurisdiciion, then, for the purposes of making any inquiry 
01 investigation rejating thereto, it shall be competent for him 
to exercise the powers conferred under sub-section (I) on the 
wealth-tax authorities referred to in that section, notwithstand¬ 
ing that no proceedings with respect to such person or class of 
persons are pending before him or any other wealth-tax authb- 
rity.”; 
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(c) in sub-section (3),— 

(i) after the words, brackets and figure “in sub-section 
(J)”, the words, brackets, figure and letter “or sub-section 
(lA)” shall be inserted; 

(ii) in the proviso, after the words “Valuation Officer”, 
the words “or an Assistant Efirector” shall be inserted. 

164. In section 37A of the Wealth-tax Act,— 

(1) in sub-section (1),^— 

(a) in clause (c), for the words “any articles or things In¬ 
cluding money”, the words “any money, bullion, jewellery or 
other valuable article or thing” shall be substituted; 

(b) in clauses (A) and (B), for the words “or Wealth-tax 
Officer” the words “Assistant Commissioner or Income-tax Offl* 
cer” shall be substituted; 

(c) in clauses (i) and (ii), for the words “articles or things 
including money”, the words “money, bullion, jewellery or other 
valuable article or thing” shall be substituted; 

(d) for clause (in), the following clause shall be substituted, 
namely: — 

“ (in) seize any such books of account, other documents, 
money, bullion, jewellery or other valuable article or thing 
found as a result of suck search;”; 

(c) in clause (ui), for the words "any articles or things 
including money”, the words “any money, bullion, jewellery 
or other valuable article or thing” shall be substituted; 

(/) in the proviso, for the word and figures “section 10”, the 
word and figure "section 8'' shall be substituted; 

(g) after the proviso^ the following proviso shall be in¬ 
serted, namely;— 

“Provided further that where it is not possible or prac¬ 
ticable to take physical possession of any valuable article 
or thing and remove it to a safe place due to its volume, 
weight or other physical characteristics or due to its being 
of a dangerous nature, the authorised officer may serve an 
order on the owner or the person who is in immediate pos- 
Bession or control thereof that he shall not remove, part 
with or otlierwise deal with it except with the previous per¬ 
mission of such authorised officer and such action of the 
authorised officer shall be deemed to be seizure of such 
valuable article or thing under clause (iv) of this sub¬ 
section.”; 

(2) in sub-section (2),— 

(a) for the words “articles or things including money”, the 
words “money, bullion, jeweliPry or other valuable article or 
thing” shall be substituted; 
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(b) for the word and figures “section 10 the word and figure 
“section 8” shall be substituted; 

(3y after sub-section (3), the following sub-section shall be 
inserted, namely: — 

“ (3A) The authorised officer may, where it is not practicable 
•to seize any books of account, other documents, money, bullion, 
jewellery or other valuable article or thing, for reasons ather 
than those mentioned in the second proviso to sub-section (I)» 
serve an order, on the owner or the person who is in immediate 
possession or control thereof that he shall not remove, part with 
or otherwise deal with it except with the previous permission 
of such officer and such officer may take such steps as may be 
necessary for ensuring compliance with this sub-section- 

Eocplanation. —^For the removal of doubts, it is hereby dec¬ 
lared that serving of an order as aforesaid under this sub-section 
shall not be deemed to be seizure of such books of account, 
other docum(ents, money, bullion, jewellery or other valuable 
article or thing under clause (in) of sub-section (1).”; 

(4) in sub-section (4), the following Explanation shall be in¬ 
serted at the end, namely: — 

"Explanation —For the removal of doubts, it is hereby dec¬ 
lared that the examination of any person under this sub-section 
may be not merely in respect of any books of account, other 
aocuments or assets found as a result of the search, but also in 
respect of matters relevant for the purposes of any investigation 
connected with any proc^dings under this Act.”; 

(5) after sub-section (5), the following sub-sections shall be 
inserted, namely: — 

'* (5A) Where any money, bullion, jewellery or other valu¬ 
able article or thing (hereafter in this'section and in sections 
37B and 37C referred to as the assets) is seized under sub-section 
in or sub-section (2), the Assessing Officer, after affording a 
reasonable opportunity to the person concerned of being heard 
and making such inquiry as may be prescribed, shall, within 
one hundred and twenty days of the seizure, make an order, 
with the previous approval of the Deputy Coramissioner,— 

(i) estimating the undisclosed net wealth in a summary 
manner to the best of his Judgment on the basis of such 
materials as are available with him; 

(ii) calculating the amount of tax on the net wealth so 
estimated in accordance with the provisions of this Act; 

(iii) determining the amount of interest payable and the 
amount of any penalty imposable in accordance with the 
provisions of this Act, as if the order had been the order of 
regular assessment; 

(iw) specifying the amount that will be required to 
satisfy any existing liability under this Act in respect of 
which such person is in default or is deemed to be in default. 
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and retain in his custody such assets or part thereof as are in 
his opinion sufficient to satisiy the aggregate of the amounts re¬ 
ferred to in clauses (h), (.hi) and (in) and forthwith release the 
remahiing portion, if any, of the assets to the person from whose 
custody they were seized; 

Provided that where a person has paid op made satisfactory 
arrangements lor payment of all the amounts reierred to in clauses 
(ii), (lU) and (w) or any part thereof, the Assessing Offlcer, 
may with the previous approval of the Chief Commissioner or 
Commissioner release the assets or such part thereof as he may 
deem tit in the circumstances of the case. 

(5B) The assets retained under sub-section (5A) may be 
dealt with in accordance with the provisions of section 37C. 

(5C) If the Assessing Officer is satislied that the seized assets 
or any part thereof were held by such person for or on behalf of 
any other person, the Assessing Officer may p.roceed under sub¬ 
section (5A) against such other person and all the provisions of 
this section shall apply accordingly.”; 

(6) after sub-section (0), the l-llowing sub-section shah, be in-^ 
sorted, namely; — 

" (dA) An order under sub-section (3A) shall not be in force 
tor a period exceeding sixty days from the date of the order, 
except where the authorised officer, for reasons to be recorded 
m writing by him, extends the period of operation of the order 
beyond sixty days, after obtaining the approval of the Chief Com¬ 
missioner or Commissioner lor such extension; 

Provided that the Clilef Commissioner or Commissioner shall 
not approve the extension of the period lor any period beyond 
the expiry of tlilrty days after the completion of the proceedings 
under this Act in respect of the years for which the books of 
account, other documents, money, bullion, jewellery or other 
valuable articles or things are relevant.”; 

(7) after sub-section (9), the following sub-section shall be In¬ 
serted, namely:'— 

" (9A) If any person objects for any reason to an order made 
under sub-section (5A), he may, within thirty days from the 
date of such order, make ah application to the Chief Commissioner 
or Commissioner slating therein ihe reasons for such objection and 
requesting for appropriate relief in the matter.”; 

(3) for sub-section (10), the following sub-section shall be sub¬ 
stituted, namely: — 

“(10) On receipt of the ar rlication under sub-section (9), 
the Board, or on receipt of the application under sub-section (9A), 
the Chief Conumssioner or Commissioner, may, after giving the 
applicant an opportunity of being heard, pass such orders as it or 
he thinks fit.”; 

(9) after sub-section (12), tfie following Explanations shall be 
inserted, namely; —- 

‘Explanation 1 .—In computnig the period referred to in sub¬ 
section (bA) for the purposes of that sub-section, any period during 
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which any proceeding under this section is stayed by an order 
or injunction of any court shall be excluded. 

Explanation 2. —In this section, the word '‘proceeding” means 
any proceeding in respect of any year under this Act which may 
be pending on the date on which a search is authorised under 
this section or which may have been completed on or before such 
date and includes also proceedings under this Act which may b® 
commenced after such date m respect of any year.’. 

155. In section 37B of the Wealth-tax Act,— 

(a) in sub-section (1 ),— 

(i) in clause (c), for the words “any articles or things inclu¬ 
ding money”, the words “any assets” shall be substituted; 

(ii) for the words “or Wealth-tax Officer”, the words 
“Assistant Commissioner or Income-tax Officer” shall be sub¬ 
stituted; 

(Hi) for clauses (i) and (ii), the words “to deliver such books 
of account, other documents, or assets to the requisitioning offi¬ 
cer” shall be substituted; 

(b) in sub-section (2), for clauses (i) and (H), the following shall 
be substituted, namely:— 

“the officer or authority referred to in clause (a) or clause 

(b) or clause (c), as the case may be, of that sub-section shall 
deliver the books of account, other documents, or assets to the 
requisitioning officer either forthwith or when such officer or 
authority is of the opinion that it is no longer necessary to retain 
the same in his or its custody.”; 

(c) for sub-section (3), the following sub-section shall be sub¬ 
stituted, namely:— 

‘ (3) Where any books of account, other documents, 
or assets have been delivered to the requisitioning officer, 
the provisions of sub-sections (5) to (12) (both inclusive) 
of section 37A and section 37C shall, so far as may be, apply as 
if such boobs of account, other documents, or assets had been 
seized under sub-section (1) of section 37A by the requisitioning 
officer from the custody of the person referred to in clause (a) 
or clause (b) or clause (c) of sub-section (1) of this section and as 
if for the words “the authorised officer” occurring in sub-sections 
(5) to (12) aforesaid, the words “the requisitioning officer” were 
substituted.’. 

156. After section 37B of the Wealth-tax Act, the following section 
shall be inserted, namely: — 


“37C. (I) The assets retained under sub-section (5A) of section 
■37A may be dealt with in the following manner, namely: — 

(i) the amount of the existing liability referred to in clause 
(iv) of the. said sub-section and the amount of the liability deter- 
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mined on completion of the regular assessment or re-assessment 
for all the assessment years for which the net wealth referred to 
in clause (i) ci that sub-section is assessable to tax (including 
any penalty levied or interest payable, in connection with such 
assessment or re asse.ssment) and in respect of which the assessee 
is in default or is deemed to be in default may be recovered out 
of such assets; 

(ii) if the assets consist solely of money, or partly of money 
and partly of othe^' assets, the Assessing Officer may apply such 
money in the discharge of the liabilities referred to in clause (i) 
and the assessee shall be discharged of such liabilities to the 
extent of the money so applied; 

(Hi) the assets other than money may also be applied for the 
discharge of any such liability referred to in clause (i) as remains 
undischarged and for this purpose such assets shall be deemed 
to be under distraint as if such distraint was effected by the 
Assessing Officer under authorisation from the Chief Commissio¬ 
ner or Commissioner under sub-section (5) of section 226 of the 
Income-tax Act as made applicable to this Act by section 32. and 
the Assessing Officer may recover the amount of such liabilities 
by the sale of sij.ch assets and such sale shall be effected in the 
manner laid down in the Third Schedule to the Income-tax Act 
as made applicable to this Act by section 32. 

(2) Nothing contained in sub-section (I) shall preclude the re¬ 
covery of the amount of liabilities aforesaid by any other mode laid 
down in this Act. 

(3) Any assets or proceeds thereof which remain after the lia- 
hilities referred to in clause ({) of sub-section (I) are discharged shall 
be forthwith made over or paid to the persons from whose custody 
the assets were seized. 

(4) (a) The Central Government shall pay simple interest at the 
rate of fifteen per cent- per annum on the amount by which the aggre¬ 
gate of the money retained under section 37A and of the proceeds, 
if any, of the assets sold towards the discharge of the existing liabi¬ 
lity referred to in clause (iw) of sub-section (5A) of that section 
exceeds the argregats of the amounts required to meet the liabilities 
referred to in clause (?) of sub-section (I) of this section. 

(b) Such interest shall run from the date immediately following 
the expiry of the period of six months from the date of the order 
under sub-section (5A) of section 37A to the date of the regular 
assessment or re-assessment referred to in clause (i) of sub-section 
(2) or, as the case may be, to the date of the last of such assessments 
or re-assessments.”. 

157. In section 38 of the Wealth-tax Act,— 

(a) for the words “Where, for the purposes of determining the 
wealth-tax navable bv any person”, the words “WTiere, for the pur¬ 
poses of this Act” shall be substituted; 
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(b) for the words “the Wealth-tax Officer”, in the hirst place where 
they occur, the words “any wealth-tax authority” and, in the second 
and third places where they occur, the words “such wealth-tax autho¬ 
rity*’ shall be substituted; 

(c) after the words “from any individual, company”, the bra¬ 
ckets and words “ (including a banking company) ” shall be inserted. 

158. In section 451 of the Wealth-tax Act, after clause (i) and the 
Explanation thereto, the following clause shall be inserted, namely; — 

“(j) a Mutual Fund specified under clause (23D) of section 10 
of the Income-tax Act.”. 

, 150. After section 46A of the Wealth-tax Act, the following section 
shall be Inserted with effect from the 1st day of April, 1988, namely; — 


“47. (1) If any difficulty arises in giving effect to the provisions 
of this Act as amended by the Direct Tax Laws (Amendment) Act, 
1987, the Central Government may, by order, do anything not in¬ 
consistent with such provisions for the purpose of removing the 
difficulty; 

Provided that no such order shall be made after the expiration 
of three years from the 1st day of April, 1988. 

(2) Every order made under sub-section (1) shall be laid 
before each House of Parliament.”. 

160. The following amendments (being amendments of a consequen¬ 
tial nature) shall be made in the Wealth-tax Act with effect from the 
1st day of April, 1989, namely:— i 

(1) in section 5, in sub-section (1), in clause (i), for the proviso, 

the following proviso shall be substituted, namely:— , 

“Provided that nothing contained in this clause shall apply 

to any property forming part of any business, not being a buai- 

pess,— r 

(a) the income whereof qualifies for deduction under sec¬ 
tion 80F of the Income-tax Act; or 

(b) a business carried on by an institution, fund or trust 
referred to in clause (22) or clause (22A) or clause (23B) or 
clause (23C) of section 10 of that Act;”; 

(2) in section 24, in sub-section (1), after the word and figures 
“section 23”, the words, figures and letter “or section 23A” shall be 
inserted; 

(3) in section 35, in sub-section (1),— 

(a) for clause (b), the following clause shall be substituted, 

1 namely:— 

“(b) the Deputy Director or Deputy Commissioner or 
Director or Commissioner or Deputy Commissioner (Appeals) 
or Commissioner (Appeals) may amend any order passed by 
him under section 18A;”; 
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(b) for clauses (d) and (e), the following clauses shall 
be substituted, namely:— 

“(c) the Deputy Commissioner (Appeals) or Com¬ 
missioner (Appeals) may amend any order passed by 
him under section 23 or section 23A; 

(d) the Commissioner may amend any order passed 
by him under section 25; 

(e) the Appellate Tribunal may amend any order 
passed by it under section 24.”. 

CHAPTER IV 

Amendments to the Gift-tax Act, 1958 

161. In the Gift-tax Act, 1958 (hereafter in this Chapter referred to 
as the Gift-tax Act), save as otherwise expressly provided in this Act, 
and unless the context otherwise requires, reference to any authority 
specified in column (1) of the Table below shall be substituted with effect 
from the 1st day of April, 1988 by references to the authority or authori¬ 
ties specified in the corresponding entry in column (2) of the said Table, 
and such consequential changes as the rules of grammar may require, 
shall also be made; 


Table 

( 1 ) ( 2 ) 

Director of Inspection Director General or Director 

Denutv Director of Inspection Deputy Director 

Assistant Director of Inspection Assistant Director 

Commissioner or Commissioner of Chief Commissioner or Commissioner 
Gift-tax 

Inspecting Assistant Commissioner Deputy Commissioner 
or Inspecting Assistant Commis¬ 
sioner of Gift-tax I 

Appellate Assistant Commissioner Deputy Commissioner (Appeals) 

Gift-tax Officer Assessing Officer 

Inspector of Gift-tax Inspector of Income-tax: 

Provided that nothing contained in this section shall apply to the 
references to “Commissioner” occurring in sections 23 and 24- ] 

162. In section 2 of the Gift-tax Act,— 

(a) clause (i) shall be omitted; 

(b) after clause (iii), the following clause shall he toserted,. 
namely:— 


18 of 1968. 
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‘(iiia) “Assessing Officer” means the Assistant Commis¬ 
sioner or the Income-tax Officer who is vested with the relevant 
jurisdiction by virtue of directions or orders Issued under sub¬ 
section (I) or sub-section (2) of section 120 or any other pro¬ 
vision of the Income-tax Act which apply for the purposes of 
gift-tax under section 7 of this Act, and also the Deputy Com¬ 
missioner who is directed under clause (fa) of sub-section (4) 
of the said section 120 to exercise or perform aU or any of the 
powers and functions conferred on or assigned to the Assessing 
Officer under that Act;’; i 

(c) clauses (ui), (via), (viia), (xiii), (xv), (osvi), (xvia) and 
(xvii) shall be omitted; 

(d) for clause (nil), the following clause shall be substituted, 
namely: — 


‘ (mi) the expressions “company”, “Indian company” 
and “company in which the public are substantially interested” 
shall have the meanings respectively assigned to them imder 
section 2 of the Income-tax Act;’; 

(c) for clause (xi), the following clause shall be Bubstltuted* 
namely:— | I 

‘(jci) the expressions “Arm”, “partner” and “partnership” 
shall have the meanings respectively assigned to them under 
section 2 of the Income-tax Act,'; 

(f) in clausd (xa;),— 

(i) sub-clause (fa) shall be omitted; 

(ii) in the first proviso, the words, brackets and letter "or 
sub-clause (fa)” shall be omitted; 

(iii) the second proviso’shall be omitted; 

(g) after clause (xxiv), the following clause shall be inserted* 

namely:— ; 

‘(xxu) the expressions “Chief Commissioner”, “Director 
General”, “Commissioner”, “Commissioner (Appeals)”, “Director”, 
“Deputy Commissioner”, “Deputy Commissioner (Appeals)”, “As¬ 
sistant Commissioner”, “Income-tax Officer”, “Tax Recovery 
Officer” and “Inspector of Income-tax” shall have the meanings 
respectively assigned to them under section 2 of the Income-tax 
Act.’. 

163. In section 3 of the Gift-tax Act, in sub-section (2), for the words 
“Subject to the other provisions contained in this Act”, the words and 
brackets “Subject to the other provisions (including provisions for the 
levy of additional gift-tax) contained in this Act” shall be substituted. 
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164. For sections 1, 8, 0 and 10 of the Gift-tax Act. the following 
sections shall be. substituted with effect from the 1st day of April, 1988, 
namely: — 


“7. The Income-tax authorities specified in section 116 of the 
Income-tax Act shall be the gift-tax authorities for the purposes of 
this Act and every such authority shall exercise the powers and 
perform the functions of a gift-tax authority under this Act in res¬ 
pect of any person within his jurisdiction, and for this purpose his 
jurisdiction under this Act shall be the same ag he has imder the 
Income-tax Act by virtue of orders or directions issued under sec¬ 
tion 120 of that Act (including orders or directions assigning con¬ 
current jurisdiction) or under any other provision of that Act. 

Explanation .—^For the purposes of this section, the gift-tax 
authority having jurisdiction in relation to a person who hag no 
Income assessable to income-tax under the Income-tax Act shall be 
the gift-tax authority having jurisdiction in respect of the area in 
which that person resides. 

8. Section 118 of the Income-tax Act and any notification issued 
thereunder shall apply in relation to the control of gift-tax authori¬ 
ties as they apply in relation to the control of the corresponding 
income-tax authorities, except to the extent to which the Board 
may, by notification in the Official Gazette, otherwise direct in res¬ 
pect of any gift-tax authority. 

9. (I) The Board may, from time to time. Issue such orders, 
Instructions and directions to other gift-tax authorities as It may 
deem fit for the proper administration of this Act, and such authori¬ 
ties and all other persons employed In the execution of thlg Act 
shall observe and follow such orders, instructions and directions of 
the Board: 

Provided that no such orders, Instructions or directions shall 
bp Issued— 

(a) so as to require any gift-tax authority to make a parti¬ 
cular assessment or to dispose of a particular case in a parti¬ 
cular manner; or 

(b) so as to Interfere with the discretion of the Deputy 
Commissioner (Appeals) or Commissioner (Appeals) in. the 
exercise of hig appellate functions. 

(2) Without prejudice to the generality of the foregoing 
power,— 

(a) the Board may, if it considers it necessary or expedient 
so to do, for the purpose of proper and efficient management of 
the work of assessment and collection of revenue, issue, from 
time to time (whether by way of relaxation of any of the provi¬ 
sions of sections 15, 16, 17 and 34 or otherwise), general or 
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special orders In respect of any class of cases, setting forth 
directions or instructions (not being prejudicial to assessees) 
as to the guidelines, principles or procedures to be followed by 
other gift-tax authorities in the work relating to assessment or 
collection of revenue or the initiation of proceedings for the im¬ 
position of penalties and any such order may, if the Board is of 
opinion that it is necessary in the public interest so to do, be 
published and circulated in the prescribed manner for general 
information; 

(b) the Board may, if it considers it desirable or expedient 
so to do for avoiding genuine hardship in any case or class of 
cases, by general or special order, authorise any gift-tax authority, 
not being a Deputy Commissioner (Appeals) or Commis¬ 
sioner (Appeals) to admit an application or claim for any 
exemption, deduction, refund or any other relief 
under this Act after the expiry of the period specified by or under 
this Act for making such application or claim and deal with the 
same on merits in accordance with law. 


10. (1) The provisions of sections 124 and 127 of the Income-tax 
Act shall, so far as may be, apply for the purposes of this Act as they 
apply for the purposes of the Income-tax Act. subject to the modi¬ 
fications specified in sub-section (2). 

(2) The modifications referred to in sub-section (1) shall be the 
following, namely;— , 

(a) In section 124 of the Income-tax Act,— 

(i) in sub-section (3), references to the provisions of 
the Income-tax Act shall be construed as references to th* 
corresponding provisions of the Gift-tax Act; 

(ii) sub-section (5) shall be omitted; 

(b) In section 127 of the Income-tax Act, In the Explanation 
below sub-section (5), references to proceedings under the 
Income-tax Act shall be construed as including references to 
proceedings under the Gift-tax Act.”. 
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165. Sections 7A, 7AA, 7B, 8A, 9A, 11, llA, llAA, IIB and 12 of the Omia- 
Glft-tax Act shall be omitted with effect from the Ist day of April, 1988. sionof 

sections 
7A, 7AA, 
7B, 8A. 
9A, 11, 
llA, 
llAA, 
IIB and 
12 . 

166,. In section 13 of the Gift-tax Act,— Amend¬ 

ment of 

(a) for sub-sections (I) and (2), the following sub-sections shall section 
be substituted, namely;— 13. 

“(I) Every person who during a previous year hag mada 
any taxable gifts, or is assessable in respect of the taxable gift! 
made by any other person under this Act, whlch^ in either case, 
exceeded the maximum amount not chargeable to gift-tax, shall, 
on or before the 30th day of June of the corresponding assessment 
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year, furnish a return of such gifts in the prescribed form and 
verified in the prescribed manner and setting forth such other 
particulars as may be prescribed. 

(2) Notwithstanding anything contained in any other provi¬ 
sion of this Act, a return which shows the amount of taxable 
gifts below the maximum amount which is not chargeable to 
tax shall be deemed never to have been furnished: 

Provided that this sub-section shall not apply to a return 
furnished in response to a notice under section 16.”; 

(b) sub-section (3) shall be omitted. 

167. For section 14 of the Gift-tax Act, the following section shall be 
substituted, namely: — 


“14. If any person has not furnished a return within the time 
allowed under sub-section (1) of section 13 or by a notice Issued 
under clause (i) of sub-section (4) of section 15, or having furnished 
a return discovers any omission or wrong statement therein, he may 
furnish a return or a revised return, as the case may be, at any 
time before the expiry of one year from the end of the relevant 
assessment year or before the completion of the assessment, which¬ 
ever is earlier: 

Provided that— 

(a) where such return or revised return relates to the assess¬ 
ment year commencing on the 1st day of April, 1987, or any 
jearlier assessment year, it may be furnished at any time up to 
and inclusive of the 31st day of March, 1990 or before the com¬ 
pletion of the assessment, whichever is earlier; 

(b) where such return or revised return relates to the assess¬ 
ment year commencing on the 1st day of April, 1988, it may be 
furnished at any time up to and inclusive of the 31st day of 
March, 1991, or before the completion of the assessment, which¬ 
ever is earlier.”. 

168. In, section 14A of the Gift-tax Act,-— 

(f) for clause (a), the following clause shall be substituted, 
namely:— ' 

“(a) in the case of an individual,— 

(i) by the individual himself; 

(ii) where he is absent from India, by the individual 
himself Or by some person duly authorised by him In thin 
behalf; 

(iU) where he is mentally incapacitated from attending 
to his affairs, by his guardian or any other person compe¬ 
tent to act on his behalf; and 

(iv) where, for any other reason, It is not possible foi 
the Individual to sign the return, by any person duly autho¬ 
rised by him In this behalf: 



Sec. 2] 


119 


THE GAZETTE OF INDIA EXTRAORDINARY 


Provided that in a case referred to in sub-clause (ii) or 
sub-clause (iv), the person signing the return holds a valid 
power of attorney from the individual to do so, which shall 
be attached to the return;”; 

(ii) to clause (c), the following provisos shall be added, 
namely: — 

“Provided that where the company is not resident in India, 
the return may be signed and verified by a person who holds a 
valid power of attorney from such company to do so, which shall 
be attached to the return: 


Provided further that,-— 

(a) where the company is being wound up, whether 
under the orders of the court or otherwise, or where any 
person has been appointed as the receiver of any assets of 
the company, the return shall be signed and verified by the 
liquidator referred to in sub-section (I) of section 178 of 
the Income-tax Act; 


(b) where the management of the company has been 
taken over by the Central Government or any State Gov¬ 
ernment under any law, the return of the company shall be 
signed and verified by the principal officer thereof.”. 


169. After section 14A of the Gift-tax Act, the following section shall 
be inserted, namely:— new sec¬ 

tion 14B. 


“14B. (I) Where any tax is payable on the basis of any return 
furnished under section 13 or under section 14 or in response to a 
notice under clause (i) of sub-section (4) of section 15 or under 
section 16, after taking into account the amount of tax, if any, al¬ 
ready paid under any provision of this Act, the assessee shall be 
liable to pay such tax, together with interest payable under any 
provision of this Act for any delay in furnishing the return, before 
furnishing the return and the return shall be accompanied by proof 
of payment of such tax and interest. 


Explanation .—Where the amount paid by the assessee under this 
sub-section falls short of the aggregate of the tax and interest as 
aforesaid, the amount so paid shall first be adjusted towards the 
Interest payable as aforesaid and the balance, if any, shall be adjusted 
towards the tax payable. 


(2) After the regular assessment under section 15 haa been made, 
any amount paid under sub-section (1) shall be deemed to have 
been paid towards such regular assessment- 

(3) If any assessee fails to pay the whole or any part of such 
tax or interest or both in accordance with the provisions of sub-sec¬ 
tion (I), he shall, without prejudice to any other consequences which 
he may incur, be deemed to be an assessee in default in respect of 
the tax or interest or both remaining unpaid and all the provisions 
of this Act shall apply accordingly.”. 
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170. For section 15 of the Gift-tax Act, the following section shall 
be substituted, namely: — 


‘15. (1) (a) Where a return has been made under section 13 or 
section 14 or in response to a notice under clause (i) of stub-section 

W- 

(i) if any tax or interest is found due on the basis of such 
return after adjustment of any amount paid by way of tax or 
Interest, an intimation shall be sent to the assessee specifsrmg the 
sum so payable, and such intimation shall be deemed to be a 
notice issued under section 31 and all the provisions of this Act 
shall apply accordingly; and 

(ii) if any refund is due on the basis of such return, it shall 
be granted to the assessee: 

Provided that in computing the tax or interest payable by, or 
refundable to, the assessee the following adjustments shall be made 
in the taxable gifts declared in the return, namely: — 

(i) any arithmetical errors in the return^ accounts or docu¬ 
ments accompanying it shall be rectified; 

(ii) any exemption or deduction, which, on the basis of the 
information available in such return, accounts or documents, is 
prima facie admissible but which is not claimed or made in the 
return, shall be allowed; 

(in) any exemption or deduction claimed or made in the 
return, which, on the basis of the information available in such 
return, accounts or documents, is prima facie inadmissible, shall 
be disallowed; 

(b) Where, as a result of an order made under section 16 or sec¬ 
tion 22' or section 23 or section 24 or section 26 or section 28 or 
section 34 relating to any earlier assessment year and 
passed subsequent to the filing of the return referred to in clause 
(a), there is any variation in the exemption or deduction claimed or 
made in the return, and as a result of which,— 

(i) if any tax or interest is found due, an intimation shall 
be sent to the assessee specifying the sum so payable, and such 
intimation shall be deemed to be a notice of demand Issued under 
section 31 and all the provisions of this Act shall apply accord¬ 
ingly; and 

(ii) if any refund is due, it shall be granted to the assessee: 

Provided that an intimation for any tax or Interest due under 
this clause shall not be sent after the expiry of four years from the 
end of the financial year in which any such order was passed. 

(2) In a case referred to in sub-section (1), if the Assessing 
Officer considers it necessary or expedient to ensure that the assessee 
has not omitted to disclo.se any taxable gift or has not understated 
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the amount or value of any such gift or has not under-paid the tax 
in any manner he shall serve on the assessee a notice requiring him, 
on a date to be specified therein, either to attend at the office of the 
Assessing Officer or to produce^ or cause to be produced there, any 
evidence on which the assessee may rely in support of the return; 

Provided that no notice under this sub-section shall be served 
on the assessee after the expiry of the financial year in which the 
return is furnished or on the expiry of six months from the end of the 
month in which the return is furnished, whichever Is later. 

(3) On the date specified in the notice Issued under sub-section 
(2) or, as soon afterwards as may be, after hearing such evidence as 

the assessee may produce and such other evidence as the Assessing 
Officer may require on specified points, and after taking into account 
all relevant material which he has gathered, the Assessing Officer 
shall, by order in writing, assess the value of taxable gifts made by 
the assessee and determine the sum payable by him on the basis of 
such assessment. 

(4) For the purposes of making an assessment under this Act, 
the Assessing Officer may serve, on any person who has made a re¬ 
turn under section 13 or section 14 or In whose case the time allowed 
under sub-section (1) of section 13 for furnishing the return has 
expired, a notice requiring him, on a date to be specified therein,— 

(i) where such person has not made a return before the end 
of the relevant assessment year, to furnish a return of the taxable 
gifts made by him or of the taxable gifts made by any other 
person in respect of which he is assessable under this Act during 
the previous year, in the prescribed form and verified in the pres¬ 
cribed manner and setting forth such other particulars as may 
be prescribed, or 

(ii) to produce or cause to be produced such accounts, re¬ 
cords or other documents as the Assessing Officer may require. 

(5) If any person,— 

(a) fails to make the return required under sub-section (1) 
of section 13 and has not made a return or a revised return under 
section 14, or 

(b) fails to comply with all the terms of a notice Issued 
under sub-section (2) or sub-section (4), 

the Assessing Officer, after taking into account all relevant material 
which he has gathered, shall, after giving such person an oppor¬ 
tunity of being heard, estimate the value of taxable gifts to the 
best of his judgment and determine the sum payable by such per¬ 
son on the basis of such assessment: 

Provided that such opportunity shall be given by the Assessing 
Officer by serving a notice calling upon the person to show cause, 
on a date and time to be specified in the notice, why the assess¬ 
ment should not be completed to fhe best of his judgment: 
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Provided further that it shall not be necessary to give such 
opportunity in a case where a notice under sub-section (4) has been 
issued prior to the making of the assessment under this sub-section. 

(6) Notwithstanding anything contained in section 6, for the 
purpose of making an assessment under this Act, the Assessing 
Officer may refer the valuation of such property to the Valuation 
Officer,— ' 

(a) in a case where the value of the property as returned 
is in accordance with the estimate made by a registered valuer, 
if the Assessing Officer is of opinion that the value so returned 
is less than its fair market value; 

(b) in any other case, If the Assessing Officer is of opinion— 

(i) that the fair market value of the property exceeds 
the value of the property as returned by more than such 
percentage of the value of the property as returned or by 
more than such amount as may be prescribed in this behalf; 
or 

(ii) that having regard to the nature of the property and 
other relevant circumstances, it is necessary so to do, 

and where any such reference is made, the provisions of sub-sections 
(2), (3), (4), (5) and (6) of section 16A, clauses (ha) and (i) of sub¬ 
section (1) and sub-sections (3A) and (4) of section 23, sub-section 
(5) of section 24, section 34AA, section 35 and section 37 of the 
Wealth-tax Act 1957, shall, with the necessary modifications, apply 
in relation to such reference as they apply in relation to a reference 
made by the Assessing Officer under sub-section (1) of section ISA 
of that Act- I 

Explanation .—In this 'pub-section, "Valuation Officer*' has the 
same meaning as in clause (r) of section 2 of the Wealth-tax Act, 
1957.*. 

171. In .section 16 of the Gift-tax Act,— 

(a) for sub-section (1), the following sub-sections shall be sub¬ 
stituted, namely: — 

“(1) If the Assessing Officer, for reasons to be recorded by 
him in writing, is of the opinion that the taxable gifts in respect 
of which any person is assessable under this Act (whether made 
by him or by any other person) have escaped assessment for any 
assessment year (whether by reason of under-assessment or 
assessment at too low a rate or otherwise), he may, subject to the 
other provisions of this section and section 16A, serve on such 
person a notice requiring him to furnish within such period not 
being less than thirty days, as may be specified in the notice, a 
return in the prescribed form and verified in the prescribed man¬ 
ner, setting forth the taxable gifts made by him or by such other 
person during the previous year mentioned in the notice, in res¬ 
pect of which he is assessable, along with such other particulars 
as may be required by the notice, and may proo^qd tq assess or 
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re-assess such gifts and also any other taxable gifts in respect of 
which such person is assessable, which have escaped assessment 
and which come to his notice subsequently in the course of the 
proceedings under this section for the assessment year concerned 
(hereafter in this section referred to as the relevant assessment 
year); and the provisions of this Act shall, so far as may be, 
apply as if the return were a return required under section 13: 

Provided that where an assessment under sub-section (5) 
of section 15 or this section has been made for the relevant 
assessment year, no action shall be taken under this section after 
the expiry of four years from the end of the relevant assess¬ 
ment year, unless any taxable gift chargeable to tax has 
escaped assessment for such assessment year by reason of the 
failure on the part of the assessee to make a return under 
section 13 or section 14 or in response to a notice issued under 
sub-section (4) of section 15 or this section or to disclose fully 
and truly all material facts necessary for his assessment for 
that assessment year. 

Explanation -—Production before the Assessing Officer of ac¬ 
count books or other evidence from which material evidence 
could with due diligence have been discovered by the Assessing 
Officer will not necessarily amount to disclosure within the mean¬ 
ing of the foregoing proviso. 

{lA) No notice under sub-section (1) shall be Issued for the 
relevant assessment year,— 

(a) in a case where an assessment under sub-section (3) 
of section 15 or sub-section (1) of this section has been 
made for such assessment year,— 

(i) if four years have elapsed from the end of the 
relevant assessment year, unless the case falls under 
sub-clause (ii) or sub-clause (in ); 

(ii) if four years, but not more than seven years, 

have elapsed from the end of the relevant assessment 
year, unless the value of taxable gifts chargeable to 
tax which have escaped assessment amounts to or Is 
likely to amount to rupees fifty thousand or more for 
that year; i 

(Hi) if seven years, but not more than ten years, 
have elapsed from the end of the relevant assessment 
year, upiess the value of taxable gifts chargeable to 
tax which have escaped assessment amounts to or is 
likely to amount to rupees one lakh or more for that 
year; 

(b) in any other case,— 

(i) if four years have elapsed from the end of the 
relevant assessment year, unless the case falls under 
sub-clause (ii) or sub-clause (iii); 
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(ii) if four years, but not more than seven years, 
have elapsed from the end of the relevant assessment 
year, unless the value of taxable gifts chargeable to 
tax which have escaped assessment amounts to or Is 
likely to amount to rupees twenty-five thousand or 
more for that year; 

(in) if seven years, but not more than ten year's, 
have elapsed from the end of the relevant assessment 
year, unless the value of taxable gifts chargeable to 
tax which have escaped assessment amounts to or is 
likely to amount to rupees fifty thousand or more for' 
that year. 

Explanation .—For the purposes of sub-section (1) and sub¬ 
section (M), the following shall also be deemed to be cases 
where taxable gifts chargeable to tax have escaped assess¬ 
ment, namely:-— 

(a) where no return of taxable gifts has been furnished 
by the assessee although the taxable gifts made by him or 
the taxable gifts made by any other person in respect of 
which he is assessable under this Act during the previous 
year exceeded the maximum amount which is not charge¬ 
able to gift-tax; 

(b) where a return of taxable gifts has been furnished 
by the assessee but no assessment has been made and it is 
noticed by the Assessing Officer that the assessee has 
understated the amount or value of the taxable gifts or 
has claimed excessive exemption or deduction in the 
return. 

(IB) (a) In a case where an assessment under sub-section 
(3) of section 15 or sub-section (1) of this section has been 
made for the relevant assessment year, no notice shall be Issued 
under sub-section (1) except by an Assessing Officer of the 
rank of Assistant Commissioner or Deputy Commissioner: 

Provided that, after the expiry of four years from the end 
of the relevant assessment year, no such notice shall be Issued 
unless the Chief Commissioner or Commissioner is satisfied, on 
the reasons recorded by the Assessing Officer aforesaid, that it 
is a fit case for the issue of such notice. 

(b) In a case other than a case falling under clause (a), no 
notice shall be issued under sub-section (1) by an Assessing Offi¬ 
cer, who is below the rank of Deputy Commissioner after the 
. expiry of four years from the end of the relevant assessment 
year, unless the Deputy Commissioner is satisfied, on the 
reasons recorded by such Assessing Officer, that it Is a fit case 
for the issue of such notice.”; 

(b) in sub-section (2), the words “or by a court in any proceed¬ 
ings under any other law” shall be added at the end. 
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172. In section 16A of the Gift-tax Act,— 

(a) for sub-sections (1) and (2), the following sub-sections shall 
be substituted, namely:— 

“(1) No order of assessment shall be made under section 15 
at any time after the expiry of olie year from the end of the 
assessment year in which the gifts were first assessable: 

Provided that where the gifts were first assessable in the 
assessment year commencing on the 1st day of April, 1985, or the 
1st day of April, 198fi, such assessment may be made on or 
before the 31st day of March, 1990- 

(2) No order of assessment or reassessment shall be made 
under section 16 after the expiry of two years from the end of 
the financial year In which the notice imder sub-section (1) of 
that section was served: 

Provided that,— 

(i) where the notice under clause (a) of sub-section 
(1) of section 16 was served during the financial year 
commencing on the 1st day of April, 1985, or the 1st day 
of April, 1986, such assessment or reassessment may be 
completed on or before the 31st day of March, 1990; 

(ii) where the notice under clause (b) of sub-section 
(I) of section 16 relates to the assessment for the assess¬ 
ment year commencing on the 1st day of April, 1985, or the 
1st day of April, 1986, such assessment or reassessment may 
be completed on or before the 31st day of March, 1990, or 
the expiry of two years from the end of the financial year 
in which such notice was served, whichever is later. 

Explanation .—^References to section 16 in the proviso shall 
be construed as references to that section as it stood before Its 
amendment by the Direct Tax Laws (Amendment) Act, 1987.”; 

(b) in sub-section (3),— 

(i) for the words “four years”, the words “two years” shall 
be substituted; 

(ii) the following proviso shall be inserted at the end, 
namely: — 

"Provided that where the order setting aside or cancel¬ 
ling the assessment was passed during the financial year 
commencing on the 1st day of April, 1985, or the 1st day of 
, April, 1986, the order of fresh assessment may be made on or 
before the 31st day of March, 1990.”. 

173, After section 16A of the Gift-tax Act, the following section shall 
be inserted, namely: — 


‘16B, (1) Where a return of gifts for any assessment year under 
sub-section (1) of section 13. or section 14, or in response to a notice 
under clause (i) of sub-section (4) of section 15, is furnished after the 
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30th day of June of such year^ or is not furnished, the assessee shall 
be liable to pay simple Interest at the rate of two per cent, for every 
monht or part of a month comprised in the period commencing of 
the 1st day of July of the assessment year, and,— 

(a) where the return is furnished after the 30th day of June 
ending on the da^ of furnishing of the return; or 

(b) where no return has been furnished, ending on the date 
of completion of the assessment under sub-section (5) of section 
15, 

on the amount of tax payable on the taxable gifts as determined 
on regular assessment. 

Explanation 1 .—In this sub-section and sub-section (3), “tax 
payable on the taxable gifts as determined on regular assessment” 
shall not include the additional gift-tax, if any, payable under 
section 18B. 

Eocplanation 2.— Where in relation to an assessment year the 
assessment is made for the first time under section 16, the assess¬ 
ment so made shall be regarded as a regular assessment for the 
purposes of this section, 

(2) The interest payable under sub-section (1) shall be reduced 
by the interest, if any, paid under section 14B towards the interest 
chargeable under this section. 

(3) Where the return of gifts for any assessment year, required 
by a notice under sub-section (1) of section 16 issued after the com¬ 
pletion of an assessment under sub-section (3) or sub-section (5) of 
section 15 or section 16, is furnished after the expiry of the time 
allowed, under such notice, or is not furnished, the assessee shall bh 
liable to pay simple interest at the rate of two per cent, for every 
month or part of a month comprised in the period commencing on 
the day Immediately following the expiry of the time allowed as 
aforesaid, and,— 

(a) where the return is furnished after the expiry of the 
time aforesaid, ending on the date of furnishing the return; or 

((?) where no return has been furnished, ending on the date 
of completion of the reassessment under section 16, 

on the amount by which the tax on the taxable gifts determined 
on the basis of such reassessment exceeds the tax on the taxable 
gifts as determined on the basis of the earlier assessment aforesaid. 

Explanation—In this sub-section, “tax on the taxable gifts 
determined on the basis of the reassessment under section 16" shall 
not Include the additional gift-tax, if any, payable under section 
18B. 

(4) Where, as a result of an order under section 22 or section 
23 or section 24 or section 26 or section 28 or section 34, the 
amount of tax on which interest was payable under this section has 
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been increased or reduced, as the case may be, the interest shall 
be increased or reduced accordingly, and,— 

(i) in a case where the Interest is increased, the Assessing 
Officer shall serve on the assessee a notice of demand in the 
prescribed form specifying the sum payable, and such notice of 
demand shall be deemed to be a notice under section 31 and 
the provisions of this Act shall apply accordingly, and 

(ii) in a case where the interest is reduced, the excess 
interest paid, if any, shall be refunded. 

(5) The provisions of this section shall apply in respect of 
assessments for the assessment year commencing on the 1st day of 
April, 1989 and subsequent assessment years.’. 

174. For sections 17 and 17A of the Gift-tax Act, the following 
sections shall be substituted, namely: — 


‘17. (1) If the Assessing Officer, In the course of any proceedings 
under this Act, is satisfied that any person has failed to comply 
with the notice under sub-section (2) or sub-section (4) of section 
15, the Assessing Officer may, by order in writing, direct that such 
person shall pay, by way of penalty, a sum which shall not be less 
than one thousand rupees but which may extend to twenty-five 
thousand rupees for each such failure; 

Provided that— ' i 

(a) no penalty shall be imposable under this section If 
the person proves that there was reasonable cause for the failure 
referred to in this sub-section; 

(b) no order imposing a penalty under this section shall 
be made— 

(i) b,y the Income-tax Officer, where the penalt}’’ 
exceeds ten thousand rupees; 

(ii) by the Assistant Commissioner, where the penalty 
exceeds twenty thousand rupees, 

except with the prior approval of the Deputy Commissioner. 

(2) No order shall be made under sub-section (1) unless the 
person concerned has been heard or has been given a reasonable 
opportunity of being heard. 

(3) No order imposing a penalty under sub-section (1) snail 
be passed after the expiry of the financial year in which the pro¬ 
ceedings, in the course of which action for the imposition of penalty 
has been initiated, are completed, or six months from the end of 
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the month In which action for imposition of penalty is initiated, 
whichever period expires later. 

Explanation—In computing the period of limitation for the 
purposes of this section,— 

(i) the time taken in giving an opportunity to the assessee 
to be re-heard under the proviso to section 38; and 

(ii) any period during which a proceeding under this 
section for the levy of the penalty is stayed by an order or 
injunction of any court, 

sh).dl be excluded. 

17A. (1) If a person,— 

(a) being legally bound to state the truth of any matter 
touching the subject of his assessment, refuses to answer any 
question put to him by a gift-tax authority in the exercise of 
his powers under this Act; or 

(b) refuses to sign any statement made by him in the 
course of any proceedings under this Act, which a gift-tax 
authority may legally require him to sign; or 

(c) to whom a summons is issued under sub-section (I) of 
section 36, either to attend to give evidence or produce books of 
account or other documents at a certain place and time, omits 
to attend or produce the books of account or documents at the 
place and time, 

he shall pay, by way of penalty, a sum which shall not be less than 
five hundred rupees but which may extend to ten thousand rupees 
for each such default or failure: 

Provided that no penalty shall be imposable under clause (c) 
if the person proves that there was reasonable cause for the said 
failure. 

(2) If a person fails to furnish in due time any statement or 
information which such person is bound to furnish to the Assessing 
Officer under section 37, he shall pay, by way of penalty, a sum 
which shall not be less than one hundrbd rupees but which may 
extend to two hundred rupees for every day during which the 
failure continues: 

Provided tnat no penalty shall be imposable under this sub¬ 
section if the person proves that there was reasonable cause for the 
said failure. 

(3) Any penalty imposable under sub-section (1) or sub¬ 
section (2) shall bb imposed— 

(a) In a case where the contravention, failure or default In 
respect of which such penalty is imposable occurs in the course 
of any proceeding before a gift-tax authority not lower in rank 
than a Deputy Director or a Deputy Commissioner, by such gift- 
thX authority; 



Sec. 2 ] THE GAZETTE OF INDIA EXTRAORDINARY I29 


(b) in any other case, by the Deputy Director or the Depu'^ 

Commissioner. , 

(4) No order under this section shall be passed by any gilt-tax 
authority referred to in sub-section (3) unless the person on whom 
penalty is proposed to be imposed has been heard or has been given 
a reasonable opportxmity of being heard in the matter by such 
authority. i 

Explanation .—In this section, “gift-tax authority” includes a 
Director General, Director, Deputy Director, Assistant Director or 
Valuation Officer while exercising the powers vested in a court under 
5 of 1908. the Code of Civil Procedure, 1908, when trying- a suit in respect of 

the matters specified in sub-section (I) of section 36.’. 

175 . In the Gift-tax Act, after section 18A, the following Chapter shall 
be inserted, namely.— 


“CHAPTER IVA 

Charge of additional gift-tax in certain cases 

18B. (1) Where, in the case of any person, the value of taxable 
gifts determined in the regular assessment for any assessment 
year (hereafter in this section referred to as assessed taxable 
gifts) exceeds the value of taxable gifts declared in the return 
of taxable gifts furnished by such person for that assessment 
year (hereafter in this section referred to as returned taxable 
gifts) by any amount, the Assessing Officer shall make an order 
in writing that such person shall, apart from the sum determined as 
payable by him on the basis of the assessment under section 15, be 
liable to pay, by way of additional gift-tax, in respect of the said 
assessment year, a sum calculated on such excess amount at the 
rate of twenty per cent. 

(2) For the purposes of sub-section (I),— 

(a) where such person has furnished two or more returns 
of taxable gifts for the same assessment year, the value of 
taxable gifts declared in the return furnished last before the 
service of a notice under sub-action (2) of section 15 on such 
person shall be treated as the returned taxable gifts; 

(b) where such person fails to furnish the return of taxable 
gifts in respect of any assessment year and the assessment for 
that year is made under sub-section (5) of section 15, the 
returned taxable gifts shall be taken to be nil; 

(c) where such person fails to furnish a return of taxable 
gifts for any assessment year under section 13 or section 14, but 
furnishes such return after hs is served with a notice imder 
section 16, the returned taxable gifts shall be taken to be nil. 
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under sub-section (1) has been increased or reduced, as the case 
may be, the additional gift-tax shall be increased or reduced accord¬ 
ingly, and,— 

(i) in a case where the additional gift-tax Is increased, th# 
Assessing Officer shall serve on the assessee a notice of demand 
in the prescribed form specifying the sum payable, and such 
notice of demand shall deemed to be a notice under section 
31 and the provisions of this Act shall apply accordingly; 

(ii) in a case where the additional gift-tax is reduced, the 
excess amount paid, if any, shall be refunded. 

(4) The Chief Commissioner or Commissioner may, in his dis¬ 
cretion, whether on his own motion or otherwise, waive or reduce 
the amount of additional gift-tax payable under sub-section ( 1 ) by 
any person, if he is satisfied that the whole or, as the case may be, 
any part of the excess amount referred to in that sub-stection is 
attributable to any amount added or disallowed in computing the 
assessed taxable gifts, as a result of the rejection of any explanation 
(by way of interpretation of any provision of this Act or otherwise) 
offered by such peraon, if such explanation is bona fide and all the 
facts relating to the same and material to the computation of the 
assessed taxable gifts have been disclosed by him: 

Provided that,— 

(i) where an appeal before the Deputy Commissioner 
(Appeals) or Commissioner (Appeals) or the Appellate Tribunal 
has also been filed by the assessee against the order of assess¬ 
ment, the petition for waiver or reduction of the amount of 
additional gift-tax can be filed by the assessee only after the 
decision on such appeal; 

(ii) the petition for waiver or reduction of the amount of 
additional gift-tax shall be accompanied by a fee of one hundred 
rupees. 

(5) The additional gift-tax payable under this section shall not 
be Included in thle amount of tax payable on the taxable gifts as 
determined on regular assessment, for the pur^ses of section 163.**, 

176. In section 22 of the Gift-tax Act,— 

(a) in sub-section (1),— 

(i) for clause (d), the following clause shall be substituted, 
namely: — 

“(d) objecting to any penalty imposed by the Asses¬ 
sing Officer under section 17 as it stood immediately 
before the 1st day of April, 1989 or under section 17 as 
amended by the Direct Tax Laws (Amendment) Act, 
1907;”; 


(ii) clause (h) shall be omitted; 
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(b) in sub-section (iA), for clauses (b), (c) and (d), th« 
following clauses shall be substituted, namely; — 

“(b) objecting to any assessment or order referred to in 
clauses (a) to (g) (both inclusive) of sub-section (1), where 
such assessment or order has been made by the Deputy Com¬ 
missioner in exercise of the powers or functions conferred on 
or assigned to him under section 7 or section 10; or 

(c) objecting to any penalty imposed under clause (c) of 
sub-section (1) of section 17 as it stood immediately before 
the 1st day of April, 1989 in respect of any assessment year 
commencing on the 1st day of April, 1988 or any earlier 
assessment year where such penalty has been Imposed with 
the previous approval of the Deputy Commissioner under sub¬ 
section (3) of that section; or 

(d) objecting to any penalty imposed by the Deputy 
Director or the Deputy Commissioner under section 17A;”; 


(c) for sub-sections (IB) and (1C), the following sub-section 
shall be substituted, namely:— 

“(IB) Notwithstanding anything contained in sub-section 
(1), the Board or the Director General or the Chief Commis¬ 
sioner or the Commissioner, if so authorised by the Board, may, 
by order in writing, transfer any appeal which is pending before 
a Deputy Commissioner (Appeals) and any matter arising out 
of or connected with such appeal and which is so pending, to the 
Commissioner (Appeals), if the Board or, as the case may be, 
the Director General, the Chief Commissioner or the Commissioner 
(at the request of the appellant or otherwise) is satisfied that it 
is necessary or expedient so to do having regard to the nature 
of the case, the complexities involved and other relevant consi¬ 
derations and the Commissioner (Appeals) may proceed with 
such appeal or matter from the stage at which it was before it 
was so transferred; 


Provided that the appellant may demand that before pro¬ 
ceeding further with the appeal or matter, the previous proceed¬ 
ing or any part thereof be reopened or that he be reheard.”. 


177. After section 22 of the Gift-tax Act, the following section shall 
b« inserted, namely:— i 
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“22A, (1) Where before furnishing a return of taxable gifts 
under sub-section (1) of section 13 or section 14 or sub-section ( 4 ) 
of section 15 for any assessment year, any question arises as te 
whether,— 

(a) any amount is includible or not in computing the 
amount of taxable gifts (hereafter in this section referred to ae 
the disputed amount), or 
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the assessee shall, after furnishing such return, make an application 
under sub-section (2): 

Provided that the assessee,- - 

(i) shall include in such return the disputed amount and 
shall not claim the disputed deduction; and , 

(ii) shall also jjay thirty per cent, of the tax due on the 
disputed amount and in respect of the amount of disputed 
deduction, i 

(2) The application under sub-section (J) may be made within 
thirty days of furnishing the aforesaid return to the Deputy Com¬ 
missioner (Appeals) or, as the car.? may be, to the Commissioner 
(Appeals). 

(3) For the purpose of disposnig of an application under sub¬ 
section (7), the Deputy Commissioner (Appeals) or, as the case may 
be, the Commissioner (Appeals) may— 

(a) conduct such inquiry or call for such books of account, 
other documents or informat'on which he deems necessary; or 

(b) direct the As,se.ssing Officer to conduct such inquiry and 
furnish the report thereon, 

and thereafter decide the question raised in the application and pass 
such orders thereon as he thinks fit. 

(4) The provisions relating to filing of appeahs under this Act 
shall, so far as may be, apply to the making of an application under 
this section as if such applicat’on were an appeal.”. 

178. In section 32 of the Gift-tax Act,— 

(a) in sub-section (I), for the words “thirty-five days”, wher- 
. ever they occur, the wo^'cls “thirty day.s” shall be substituted; 

(b) in sub-,'section (2),— 

(i) for tl’e words, brackets and figure “fifteen per cent, por 

annum from the day commencmg after the end of the period 
mentioned in sub-section (I)’’, the words, brackets and figure 
‘‘one and one-half per dent, for every month or part of a month 
comprised in the period commencing from the day Immediately 
following the end of the period mentioned in sub-section (I) 
and ending with the day on which the amount is paid” shall be 
substituted; ; 

(ii) af’er the provi.so, the folbiwing proviso shall be inserted, 
namely: — 

“Provided further that in respect of any period com¬ 
mencing on or before the 3P't day of March, 1989 and end¬ 
ing after that date, such interest shall, in respect of so much 
of such period as falls after that date, be calculated at the 
rate of one and one-half per cent, for every month or part 
of a month,’’. 
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179. In section 33 of the Gift-tax Act,— 

(a) for the words “and to Gift-tax Officer and Commissioner of 
Gift-tax instead of to Income-tax Officer and Commissioner of In¬ 
come-tax”, the words “and to the corresponding gift-tax authorities 
instead of to the income-tax authorities specified therein” shall be 
substituted; 

(b) for Explanation If, the following Explanation shall be sub¬ 
stituted, namely: — 

"Explanation II.—The Chief Commissionler or Commissioner 
and the Tax Recovery Officer referred to in the Income-tax Act 
shall be deemed to be the corresponding gift-tax authorities for 
the purpose of recovery of gift-tax and sums imposed by way of 
penalty, fine and interest under this Act.”. 

( 

180. In section 33A of the Gift-tax Act,— 

0) to sub-section (I), the following proviso shall be added, 
namely: — 


“Provided that where, by the order aforesaid,— 

(o) an assessment is set aside or cancelled and an order of 
fresh assessment is directed to be made, the refund, if any, 
shall become due only on the making of such fresh assess¬ 
ment; 

(b) the assessment is annulled, the refund shall become 
due only of the amount, if any, of the tax paid In excess 
of the tax chargeable on the total income returned by the 
assessee.’’; 

(ii) after sub-section (4), the following sub-sections shall We 
inserted, namely — 

“(4A) The promsions of sub-sections (5), (^A) and (4) 

I shall not applv in i"P3pect of any assessment for the assessment 
year commencing on the 1st day of April, 1989, or any subse¬ 
quent assessment year. 

(4B) fa) Where, In pursuance of any order passed under 
this Act, the refund of any amount becomes due to the assessee 
he shall, subject to the provisions of this sub-section, be entitled 
to receive, in addition to the said amount, simple interest 
thereon calculated at the rate of one and a half per cent, for 
every month or part of a month comprised in the period or 
periods from the date or, as the case may be, dates of payment 
of the tax or penalty to the date on which the refund is granted. 

Explanation .—For the purposes of this clause, “date of 
payment of the tax or penalty” means the date on and from 
which the amount of tax or penalty specified in the notice of 
demand issued under section 31 is paid in excess of such demand. 

(b) If the proceed'ngs resulting in the refund are delayed 
for reasons attrihiitablo to the assessee, whether wholly or in 
part, period of the delay so attributable to him shall be excluded 
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from the period for which interest is payable, and where any 
question arises as to the period to be excluded, it shall be 
decided by the Chief Commissioner or Commissioner whose 
decision thereon shall be final. 

(c) Where, as a result of an order under section 16 or sec¬ 
tion 22 or section 23 or section 24 or section 26 or section 2& 
or section 34, the amount on which the interest was pay¬ 
able under clause (a) has been increased or reduced, as the case 
may be, interest shall be increased or reduced accordingly, and, 
in a case where the interest is reduced, the Assessing Officer 
shall serve on the assessee a notice of demand in the prescribed 

, form specifying the amount of the excess interest paid and 
requiring him to pay such amount; and such notice of demand 
shall be deemed to be a notice under section 31 and the provi¬ 
sions of this Act shall apply accordingly. 

(d) The provisions of this sub-section shall apply in respect 
of assessments for the assessment year commencing on the 1st 
day of April, 198fi, and subsequent assessment years.”. 

181. In section 34 of the Gift-tax Act, in sub-section (1), after clause 
(a), the following clause shall be inserted, namely; — 

“(aa) a gift-tax authority may amend any intimation sent by 
it under sub-section (1) of section 15 or enhance or reduce tke 
amount of refund granted by it under that sub-section.”. 

182. In Action 36 of the Gift-fax Act,— 

(a) after sub-section (/), the following sub-section shall be 
inserted, namely; — 

“(lA) If the Director General or Director has reason 
suspect that any gifts chargeable to tax under this Act hare 
been concealed, or are likely to be concealed by any person or 
class of persons within his jurisdiction, then, for the purposes 
of making any inquiry or investigation relating thereto it shall 
be compjetent for him to exercise the powers conferred under 
sub-section (I) on the gift-tax authorities referred to In that 
sub-section, notwithstanding that no proceedings with respect t® 
such person or class of per.son.s are pending before him or any 
other gift-tax authority.”; 

(b) sub-section (2) shall be omitted. 

183. In section 37 of the Gift-iax Act,— 

(a) for the words “Where, for the purposes of determining the 
gift-tax payable by any person, it appears necessary for the Gift-tax 
Officer to obtain any statement or information from any person,”, 
the words “Where, for the purposes of this Act, it appears necessary 
for any gift-tax authority to obtain any statement or information 
from any person or banking company,” shall be substituted; 

(b) for the words “the Gift-tax Officer”, in the second and 
third places where they occur, the word.s “such gift-tax authority” 
shall be substituted. 
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184, In section 45 of the Gift-tax Act,— 

(a) for the words “The provisions of this Act shall not apply 
to gifts made by”, the words “No tax shall be levied under this Act 
in respect of gifts made by” shall be substituted; 

(b) for clauses (a), (b), (c), (d) and (d<i), the following 
clauses shall be substituted, namely; — 

“(a) a company in which the public are substantially 
interested; 

(b) any company to an Indian company in a scheme of 
amalgamation;”; 

(c) for clause (e), the following clause shall be substituted, 
namely — 

“ (e) any institution or fund, which is eligible for the deduc¬ 
tion under section 80F of the Income-tax Act.”; 

(d) for Explanations I, 2 and Sj the following Explanations shall 
be substituted, namely; — 

‘Explanation 1. —^For the purposes of clause (b), the terra 
“amalgamation” shall have the meaning assigned to it in 
clause (lA) of section 2 of the Income-tax Act. 

Explanation 2 .—For the removal of doubts, it is hereby 
declared that the exemption admissible under clause (e) tn 
relation to gifts made by an institution or fund referred to In 
that clause shall not be denied merely on either or both of the 
following grounds, namely;— 

, (i) that, subsequent to the gift, the institution or fund 

has become ineligible to the deduction under section 80F of 
the Income-tax Act due to non-compliance with any of the 
provisions of that section; 

(ii) that the deduction under section 80F of the Income- 
tax Act is denied to the institution or fund in relation to 
any income arising to it from any investment referred to 
in clause (h) of sub-section (4) of that section where the 
aggregate of the funds invested by it in a concern referred 
to in the said clause (h.) does not exceed five per <^nt, of 
the capital of that concern.’. 

185. After section 46A of the Gift-tax Act, the following section shall 
be inserted with effect from the 1st day of April, 1988, namely: — 


“47. (1) If any difficulty arises in giving effect to the provisions 
of this Act as amended by the Direct Tax Laws (Amendment) Act, 
1987, the Central Government may, by order, do anything not incon¬ 
sistent with such provisions for the purpose of removing the 
difficulty. 

Provided that no such order shall be made after the expiration 
of three years from the 1st day of April, 1988, 
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(2) Every order made under sub-section (1) shall be laid before 
each House of Parliament.”. 

186. The following amendments (being amendments of a consequen¬ 
tial nature) shall be made in the Gift-tax Act with effect from the 1st 
day of April, 1989, namely: — 

(f) in section 19A,— 

(a) in sub-section (4),— 

(i) for the words, brackets and figures “a return under 
sub-section (2) of section 13”, the words, brackets and 
figures “a return under sub-section (1) of section 13” shall be 
substituted; 

(ii) for the words, bracket.s and figures “as if the notice 
were a notice issued under sub-section (2) of section 13”, the 
words, brackets and figures “as if the notice were a notice 
issued under clause (i) of sub-section (4) of section 15” 
shall be substituted; 

(b) in sub-section (6), for the words, brackets and figures 
“sub-section (2) of section 13”, at both the places where they 
occur, the words, brackets and figures "clause (i) of sub¬ 
section (4) of section 15” shall be substituted; 

(2) in section 23, in sub-section (/), after the word and figures 
“section 22”, the words, figures and letter "or section 22A” shall be 
inserted; 

(3) in section 34, in sub-section (I), for clauses (b), (c), (d) and 
(e), the following clauses shall be substituted, namely: — 

“ (b) the Deputy Director or Deputy Commissioner or 
Director or Commissioner or Deputy Commissioner (Appeals) 
or Commissioner (Appeals) may amend any order passed by 
him under section 17A; 

(c) the Deputy Commissioner (Appeals) or Commissioner 
(Appeals) may amend any order passed by him undbr section 
22 or section 22A; 

(d) the Commissioner may amend any order passed by him 
under section 24; 

(e) the Appellate Tribunal may amend any order passed by 
it under section 23 or section 25.”, 


CHAPTER V 

Amendments to the Companies (Profits) Surtax Act, 1964 

187. In the Companies (Profits) Surtax Act, 1964 (hereafter 7 of 1964, 
in this Chapter referred to as the Surtax Act), save as otherwise expressly 
provided in this Act, and unless the context otherwise requires, references 
to any authority specified in column (1) of the Table below shall be sub¬ 
stituted with effect from the 1st day of April, 1988 by references to the 
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authority or authorities specified in the corresponding entry in columa 
(2) of the said Table, and such consequential changes as the rules of 
grammar may require, shall also be made; 

Table 


( 1 ) ( 2 ) 

Commissioner Chief Commissioner or 

Commissioner 

Inspecting Assistant Deputy Commissioner 

Commissioner 

Income-tax Officer Assessing Officer 

188. For section 3 of the Surtax Act, the following section shall be 
substituted, with effect from the Ist day of April, 1988, naniely: — 


“3- (1) The income-tax authorities specified in section 116 of 
the Income-tax Act shall be the authorities for the purposes of this 
Act and every such authority shall exercise the powers and perform 
the functions of a tax authority under this Act In respect of any 
company, and for this purpose his jurisdiction under this Act shall 
be the same as he has under the Income-tax Act by virtue of orders 
or directions issued under section 120 of that Act (Including orders 
or directions assigning concurrent jurisdiction) or under any other 
provision of that Act. 

(2) The Board may, from time to time, issue such order®, 
instructions and directions to other tax authorities as it may deem 
fit for the proper administration of this Act, and such authorities 
and all other persons employed in the execution of this Act shall 
observe and follow such orders. Instructions and directions of the 
Board: 

Provided that no such orders, instructions or directions shall be 
issued— 


(a) so as to require any tax authority to make a particular 
assessment or to dispose of a particular case in a particular 
manner; or 

(b) so as to interfere with the discretion of the Commis¬ 
sioner (Appeals) In the exercise of his appellate functions.’'. 

18*. In section 18 of the Surtax Act,— 

(a) for the figures, brackets, letter and word “2(43B) and 
(44)”, the figures and brackets *^2(44)” shall he substituted; 

(b) for the figures and letters "118, 125, 125A, 129, 130, ISOA", 
the figures “116, 117, 118, 119, 120, 129’’ shall be substituted with 
effect from the 1st day of April, 1988. 
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STATEMENT OF OBJECTS AND REASONS 

The Income-tax Act, 1961 had become quite complex due to a series 
of changes made over a period of twenty years. It has also become essen¬ 
tial to increase the cost of evasion for persons trying to evade paying their 
taxes. In the light of the experience gained in the working of the Act 
the Government resolved to rewrite the direct tax laws. Accordingly, 
based on the recommendations of a Committee^ a Discussion Paper on 
Simplification and Rationalisation of Direct Taxes was laid before the 
Parliament on 14-8-1986. In the light of the response received from 
Members of Parliament, Economists, Chambers of Commerce and Industry 
and individual taxpayers, amendments in the Direct Tax Laws have been 
proposed. 

2. The main objectives of the Bill and the directional changes to 
achieve those objectives are as under;^— 

(i) to simplify the law and procedures relating to direct taxes in 
keeping with the policy of reposing trust in the taxpayers so as to 
encourage voluntary compliance. It is, therefore, proposed to make a 
total shift from the concept of assessment of income to the concept of 
determination of additional tax or refund, as the case may be, In 
view of the proposed amendments, no assessment order will generally 
be required to be passed once acknowledgment of return of income is 
Issued. However, if a return of income is scrutinised, the process of 
investigation will be initiated within the same financial year or within 
a period of six months, from the date of filing the return, whichever 
is later; 

(ii) to rationalise the scheme of taxation of Income and to ensure 
that the income earned during the same period by the same category 
of taxpayers is subjected to tax at the same rate, it is proposed to 
charge income-tax uniformly in a financial year in respect of the in¬ 
come of the preceding year ending 31st March which happens to be 
the accounting year followed by a large majority of taxpayers; 

(ill) to ensure, as far as possible, taxation of real income con¬ 
sistent with promoting economic and social objective. It ia, there¬ 
fore, proposed to omit a large number of artificial deductions on 
the one hand, and the disallowance of business expenditure actually 
incurred on the other. The existing ceiling on allowance of re¬ 
muneration paid to the directors and employees of the companies 
as also the expenses on the bonus are proposed to be revised; 

(Iv) to increase the cost of avoidance and provide effective 
deterrence against evasion. It Is now proposed to impose a manda¬ 
tory additional tax up to the extent of 30 per cent, of the concealed 
Income in the event of any concealment of income; 

(v) to make th6 tax law effective by preventing leaking of 
revenue through instrumentalities of numerous taxable entities. It 
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is now proposed to build disincentive for formation of trusts and 
associations of persons only as instruments of tax avoidance^ by 
taxing these entities at the maximum marginal rate while taking 
care that the expenditure on charitable objects by trusts, etc., are 
encouraged. Further, the interest of smaller associations of persons 
has been protected; 

(vi) to remove uncertainties in the matter of assessments by cut¬ 
ting down areas of subjective decisions of tax authorities, to enstire 
uniform treatment of persons similarly placed and to reduce litigation. 
The existing provisions which give the assessing authorities discre¬ 
tionary powers to levy penalties as well as interest for the same default 
is now sought to be replaced by a system of mandatory interest to 
compensate the Government for loss of revenue and also to deter the 
assessee from repeatedly committing the default; and 

(vll) to ensure uniformity to the extent possible in the provisions 
of the three direct tax laws to pave the way for enactment of a single 
Direct Taxes Code. The procedural provisions and the provisions 
dealing with jurisdiction, interest, penalties and prosecutions in the 
Wealth-tax Act and the Gift-tax Act are proposed to be amended so 
as to bring them in line with the corresponding provisions in the 
Income-tax Act, 

3, The Notes on clauses explain in detail the provisions of the Bill. 

4. The Bill seeks to achieve the above objects. 


Nsrw Delhi; 

The 7th December^ 1987. 


NARAYAN DATT TIWARI. 
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Notes on clauses 

Amendments to the Income-tax Act, 1961. 

Clause 2 seeks to substitute or introduce new authorities in the 
Act consequent upon either the redesignation of these authorities in 
section 116 or the inclusion of new authorities In that section. This 
clause will be effective from 1-4-1988. 

Clause 3 seeks to amend section 2 of the Act containing the defini¬ 
tions of various terms by omitting, inserting or amending certain defini¬ 
tions. 

Sub-clauses (1), (p), (q) and (s) seek to omit the following 

definitions,— 

(i) “Inspecting Assistant Commissioner”,, consequent upon the 
redesignation of this authority as Deputy Commissioner.... Clause 
(27) 

(ii) “Registered firm” and “unregistered firm”, consequent upon 
the new provisions regarding taxation of firms whereby firms are 

no longer to be assessed as registered or unregistered firms. 

Clauses (39) and (48) 

(iii) “Tax Recovery Commissioner”, consequent upon the aboll- 

. tion of this autho;tity from the Income-tax Act. Clause (43B) 

Sub-clauses, (a), (b), (c), (d), (f), (h), (i) and (n) seek f to insert 
the following definitions,— 

(i) “advance tax” a new definition which is only claiificatory.... 
Clause (1), the existing clauses (1) and (lA) to be renumbered 
as (lA) and (IB) respectively, 

(ii) “Assessing Officer”, a new definition of the term to be used 
in the Act for the Income-tax Officer and the Assistant Commis¬ 
sioner performing the functions of an assesisng officer and also the 
Deputy Commissioner, if so empowered.... Clause (7A). 

(iii) “Assistant Commissioner”, consequent upon the redesigna- 
tion of “Income-tax Officer Group ‘A' ”, as assistant Commissioner 
.... Clause (9A). 

(Iv) "Chief Commissioner”, consequent upon the introduction 
of this new authority in the Act. . . .Clause (15A), the existing 
clause (15A) to be renumbered as (15B). 

(v) "Deputy Commissioner”, consequent upon redesignation of 
“Inspecting Assistant Commissioner” as Deputy Commissioner.... 
Clause (19A). 

(vi) “Deputy Commissioner (Appeals)” consequent upon the re- 
designation of Appellate Assistant Commissioner... .Clause (19B). 
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’ (vil) “domestic company”, consequent upon shifting of tiiia 
definition from section SOB to this section.... Clause (22A), the! eadst^ 
Ing clause (22A) to be renumbered as. .. .Clause (22B). 

(viii) “foreign company”, consequent upon shifting of this defi¬ 
nition from section SOB to this section... .Clause (23A). 

(ix) “maximum marginal rate” consequent upon shifting of 
this definition from section 164 to this section in a slightly modified 
form.... Clause C29C). 

Sub-clauses (e), (g), (j), (k), (m), (o) and (r) seek to amend 

the following definitions,— 

(i) “Commissioner”, to exclude Additional Commissioner of In¬ 
come-tax from this definition.... Clause (16). 

(ii) “Director of Inspection”, to be substituted by another 
clause to provide for the definition of “Director General or Director”, 
which would include a Deputy Director or an Assistant Director 
. .. .Clause (21). 

(iii) “income,” by making a consequential amendment in sub¬ 
clause (iia)Clause (24), 

(iv) “Income-tax Officer”, by making an amendment of a conse¬ 
quential nature. . . .Clause (25). 

(v) “Inspector of Income-tax”, by making an amendment of a 

consequential nature. ,. .Clause (28). 4 

(vl) “rate or rates in force” or “rates in force”, to exclude 
reference of section 80E consequent upon the deletion of that sec¬ 
tion and to make certain other consequential changes to substitute 
references to certain sections.... Clause (37A). 

(vii) “Tax Recovery (Mftcer", to provide that it will mean an 
Income-tax Officer authorised by the Commissioner to exercise the 
powers of a Tax Recovery Officer... .Clause (44). 

Clause 4 seeks to substitute section 3 of the Act relating to previous 
year by a new section. 

Under the existing section 3, each assessee can have a previous year 
of his choice and also different previous years for separate sources of 
Income. An assessee may also change the previous year with the consent 
of the Income-tax Officer. 

The new section 3 provides for the financial year (year ending 31st 
March) as the uniform previous year for all the assessees and for aU 
sources of income. Consequently, the provisions regarding change of 
the previous year will no longer be necessary and dp not find a place 
in the new section. 

Sub-section (1) provides that “previous year” means the financial 
year immediately preceding the assessment year. It also provides that 
in the case of a newly set up business or profession oy.a new source of 
income during the financial year,the previous year shall be^n from 
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the date of setting up or coming into existence of the new business, pro¬ 
fession or new source of iifcome and ending with the said financial 
year. 

Sub-section (2) provides that in the case of an assessee who has 
been having a previous year or years different from the financial year, 
the previous year relevant to the initial year of change (i.e. the transi¬ 
tional assessment year) will be for a period longer than 12 months. 

Sub-section (3), read with Tenth Schedule, provides transitory pro¬ 
visions to avoid hardship where the previous year for the transitional 
assessment year exceeds a period of 12 months. 

Clause 5 seeks to amend section 4 of the Act relating to charge 
of income-tax, consequent upon the levy of additional income-tax in 
certain cases and also consequent upon the adoption of a uniform pre¬ 
vious year for all assessees and for aU, sources of income. 

Clause 6 seeks to amend section 10 of the Act relating to income 
not included in total Income by deleting, withdrawing Inserting or 
amending certain clauses of the section containing various exemptions. 

Sub-clauses (k) and (1) seek to withdraw the following exemptions; 

(i) Income of approved scientific research association.... Clause 

( 21 ). 

(ii) Income of an association or an institution established for 
control, supervision,^regulation or encouragement of the game# of 
cricket, hockey, football, tennis, etc., as may be specified.. . .Clause 
( 23 ). 

(ill) Income of a notified fund or institution established for 
charitable purposes and income of a notified trust or institution 
wholly for public religious purposes or wholly for public religious 
and charitable purposes. .. .Clause (23C) (iv) and (v). 

The exemptions being withdrawn, as mentioned at serial Nos. (li), 
(ill) and (iv) above, will be taken care of in a separate section 80F being 
inserted to deal with exemption of the income of public charitable and 
religious trusts or trusts or Institutions of national importance, which will 
include philanthropic institutions or institutions for scientific research or 
for carrying out rural development programmes or programmes of con¬ 
servation of natural resources. 

Sub-clauses (a) and (m) seek to insert— 

(i) a new clause to clarify that a partner of a firm will be 
exempt from tax on his share in the firm’s income. Explanation to 
this clause clarifies that for purposes of this clause share of a partner 
in a firm shall be computed by dividing the taxable profits of the 
firm in the same proportion as the profit sharing ratio 'mentioned in 
the partnership deed. . . .Clause (2A). 

(ii) a new clause to exempt the income of a Mutual Fimd set 

up by public sector bank or a public financial institution, as may 
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be specified by the Central Government, by notification In the 
Official Gazette, and subject to certain conditions Including the 
condition that at least 90 per cent of the annual income of the 
said Fund shall be distributed to the unit-holders.... Clause 
(23D). 

Sub-clauses (b), (c), (d), (e), (f), (g), (h), (i) and (j) seek to 
amend the provisions granting the following exemptions in the manner 
indicated below:— 

(i) Bonds, receipts from which by way of interest or premium 
on redemption are Intended to be exempt, are intended hereafter 
to be notified, as are the securities at present. The names of various 
bonds In clause (4) are consequently being taken out. 

Also the provisions of clause (4A), which exempt interest on a 
Non-Resident (External) Account of an individual, who is a person 
resident outside India within the meaning of section 2(q) of the 
Foreign Exchange Regulation Act, 1973, are being simplified and 
merged with clause (4). ... Clauses (4) & (4A). 

(ii) The exemption in respect of value of leave travel conces¬ 
sion and passage money presently avafiable to citizens only is 
being extended to non-citizens also. It is also being provided that 
the exemption will be limited to the amount actually spent. The 
ceiling on the number of journeys for going to home town and also 
on the amount of exemption per head, is being provided in the 
rules on the lines of the ceilings in the case of the Government ser¬ 
vants .... Clause (5). 

(Hi) Gratuity received from private employers is exempt from 
tax to the extent of the amount calculated at the rate of one-hall 
month’s salary for each year of completed service subject to the 
maxlmtim of 20 months’ salary or Rs. 36,000, whichever la less. 
At present such calculation is to be made on the basis of the aver¬ 
age salary of 3 preceding years. The same is being amended to en¬ 
able calculations on the basis of the average salary of preceding 10 
months only. 

Also the maximum limit of exemption (Rs. 36,000) Is proposed not 
to be specified in this section, but is to be notified by the Central 
Government keeping in view the limit applicable to Central 
Government employeeg (presently Rs, 50,000). Further, the trird 
and fourth provisos in this clause, having become superfluous are 
being omitted ....Clause (10). 

(Iv) Commutation of pension received from private employers 
Is exempt to the extent mentioned in sub-clause (ID of clause 
(lOA), Proviso to this sub-clause which applies to cases of emp¬ 
loyees retiring before 19-8-65 has become redundant and is being 
deleted... .Clause (lOA). 

(v) Cash equivalent of leave salary received from private em¬ 
ployers is exempt from tax subject to a maximum of six months*^ 
salary or Rb. 30,000 whichever Is less. ’This maximum Umlt of 
Rs. 30,000 is proposed not to be specified in the section, but is to b* 
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notified by the Central Government keeping In view the limit appli¬ 
cable to Central Government employees. Further, the limit of alx 
months la being raised to eight months and the third and fourth 
provisos to this clause, having become superfluous, are being deleted 
- Clause (lOAA). 

(vi) Compensation received by a workman under the Indust* 
rial Ihsputea Act, 1947 or under any other Act or award or contract 
of service or otherwise at the time of retirement, is exempt from 
tax subject to a maximum of the compensation allowable under 
the Industrial Disputes Act, 1947, or Bs. 60,000, whichever Is less. 
It is proposed that this maximum limit, instead of being mentioned 
in the section, is to be notified by the Central Government.... Clouse 
(lOB). 

(vli) All specific allowances exempt from tax in computing in¬ 
come from salary are proposed to be notified and the existing 
clause is being substituted by a new clause for this purpose.... Clause 
(14). 


(vUl) All the securities, bonds, saving certificates and deposits, 
etc., mentioned in sub-clause (i), (la), (ib), (ii) and (lia) of clause 
(15), incomes from which are intended to be exempt from tax, are 
to be notified and their mention in this clause Is being taken out.. .. 
Clause (15). 

(lx) Any payments made, whether in cash or in kind, in pursu¬ 
ance of awards or rewards instituted by the Central Government 
or State Governments or approved by the Central Government are 
exempt under the provisions of the existing clauses (17A), (17B) 
and (18). The provisions of these three clauses are being simplified 
by not mentioning the purposes of the awards or rewards In the 
clauses and by combining the three clauses into a single clause (17A) 
_Clauses (17A), (17B) and (18). 

Clause 7 seeks to omit sections 11, 12, 12A and 13 of the Act relating 
to exemption of income of charitable and religious trusts and institutions. 
A separate section SO-F is being inserted to deal with exemption of the 
Income of public charitable and religious trusts, or trusts or institutions 
of national importance, which will indude philanthropic institutions or 
institutions for sdentiflc research or for carrying out rural development 
programmes or programmes of conservation of natural resources or affore¬ 
station waste land. 

Clause 9 seeks to amend section 28 of the Act relating to income 
chargeable under the head “Profits and gains of business or profession” 
as follows: — 

(i) to provide that any Interest, salary, bonus, commission or 
remuneration, by whatever name called, received by a partner from 
the firm will be taxed under this head. 

(ii) to delete Explanation 1, which refers to profits from mana¬ 
ging agency. 
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Clause 10 seeks to delete the following sections of the Act:— 


(1) section 35 relating to expenditure on scientific research, as 
deduction for payments to approved scientific research associations is 
to be allowed under the amended section 80G and the in house ex¬ 
penditure is to be allowed under section 37. 

(ii) section 35B relating to Export Markets Development Al¬ 
lowance, 35C relating to Agricultural Development Allowance and 
35CC relating to Rural Development Allowance, as these incentive 
provisions are not applicable in respect of expenditure incurred after 
28-2-1983, 28-2-1984 and 16-3-1985 respectively. 

(lii) sections 35CCA and 36CCB relating to expenditures by 
way of payments to institutions carrying out rural development 
programmes or programmes for conservation of natural resources, 
as such expenditures are to be taken care of by the amended section 

8oa. 

Clause 11 seeks to amend section 36 of the Act relating to certain 
deductions that are to be allowed in computing the income under the 
head “Profits and gains of business and profession’’. 

Sub-clause (a) seeks to make the following amendments in various 
clauses of sub-section (I) of this section ;— 


(i) clause (ii) allows deduction of any bonus or commission 
paid to an employee for services rendered. The two provisos of 
this clause, which lay down certain ceilings on the bonus to be 
allowed as a deduction, are being deleted. Simultaneously, bonus 
payments are being covered by the provisions of section 43B, so 
that these are allowed on actual pa 3 nnent basis only. 


(ii) clause (trii), which allows bad debts as a deduction, ia 

being amended to provide that claim for a bad debt will be allow¬ 
ed in the year in which such a bad debt has been actually written 
off by the assessee. i 

(iii) clause (wiia), which allows deduction to scheduled banks 
in respect of provisions for bad and doubtful debts relating to rural 
advances, is being amended consequent to: 

deletion of clause (uiiia) referred to below, and deletion of 
section 11 from the Act, so that definition of “scheduled bank” 
given therein be incorporated in the present clause Itself. 


Sub-clause (b) seeks to make the following amendments In varioiM 
clauses of sub-section (2) of this section, containing provisions regard¬ 
ing allowance of bad debts; — 


(i) clause (i) is substituted by a new clause consequmt upon 
amentoient of clause (uii) of sub-section (1) relating to allowance 

of bad debts; 

(ii) clause (iii) and (in), which provide for 

tion for a bad debt in an earlier or later previous year, If the ^ 
is satisfied that the debt did not become bad in the year In which 
it was written off and claimed as such by an assessee, having be^ 
come redundant, are to be withdrawn. 
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Clause 12 seeks to delete section 39 of the Act dealing with sharing 
of managing agency commission, as the provisions of this section have 
become redundant consequent upon the abolition of the managing ag¬ 
ency system long back. 

Clause 13 seeks to amend section 40 of the Act relating to* certain 
expenses which are not allowable deductions or which are allowed 
only subject to certain monetary ceiling. Sub-clause (i) makes an amend¬ 
ment in the opening portion of the section consequent upon the deletion 
of section 39. 

Sub-clause (11) substitutes two new clauses for the existing clause 
(b) of the section, which disallows payment of interest, salary, com¬ 
mission, etc., by the film to its partners. 

The new clause (b) provides that in the case of firms interest paid 
to partners, at the rate to be prescribed, having regard to the maximum 
rate of Interest payable by a Scheduled bank on its deposits, will be 
treated as allowable deduction. Payments of salary, bonus, commis¬ 
sion or remuneration, by whatever name called, made to whole-time 


working partners for services rendered will also be allowed as a 
tion subject to the following limits: — 

deduC' 


Business 

Profe¬ 


firm 

ssional 

firm 

On the first Rs, 50,000 of book profits of the firm . 

. 75% 

90% 

On the next Us , 50,000 . 

. 50% 

65% 

On the balance of book profits. 

. 25% 

40% 


It is also provided that only that payment of salary^ etc., to whole¬ 
time working partners or interest to partners will be allowed as a 
deduction, which is authorised by and is in accordance with the terms 
of the partnership deed. It is further provided that the terms of the 
partnership deed will not have retrospective effect in this respect. 

A new Explanation 1 to clause (b) gives the meaning of the terms 
“whole-time working partner”, “book profits” and “Scheduled bank” used 
in this clause. A “whole-time working partner” means a partner of the 
firm who Is in receipt of payments mentioned is this clause from the 
firm for services rendered to that firm and who is not in receipt of any 
similar payments from any other person. "Book profits” are defined to 
mean the profits computed in accordance with the Parts II & III of 
Schedule VI to the Companies Act, 1956, if and in so far as these pro¬ 
visions had been applicable to a firm, after making certain adjustments, 
as mentioned in the definition. “Scheduled bank” is defined to have 
the same meaning as in Explanation to clause (uiio) of sub-section (I) 
of section 36. Explanations 2 and 3 are the same as the Explanations 
2 and 3 in the existing clause. 

The new clause (bo) provides that any payment of interest, salary 
bonus, commission or remuneration, by whatever name called, made by 
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an association of persons or body of individuals to a member will not be 
allowed as a deduction. 

Explanations 1 to 3 to the new clause are the same as Explanotions 1 
to 3 in the existing clause (b) with the difference that while the Explana¬ 
tions in the existing clause (b) deal with the treatment of interest paid 
by the firm to its partners and vice versa, the Explanatkms In the new 
clause (ba) deal with treatment of interest paid by the association of 
Persons or Body of individuals to its members or vice versa. 

Sub-clause (hi) omits clause (c), which imposes a ceiling on remune¬ 
ration to the directors and certain other persons of a company. 


Clause 14 seeks to amend section 40A of the Act relating to expenses 
or payments not deductible in certain circumstances. 


Sub-clause (ft) seeks to amend sub-section (3) of the section. Under 
the existing provisions, payment of a sum exceeding Rs. 2,500, if made 
otherwise than by a crossed cheque or crossed bank draft, is not allowed 
as a deduction. This limit of Rs. 2,500 is being raised to Rs. 10,000. 


Sub-clause (b) seeks to delete the following sub-sections; — 

(i) sub-aection (5), which lays down monetary ceilings on 
payment of remuneration, etc., by an assessee to its employees. 

(il) Sub-section (6), which lays down monetary ceilings on 
payment by an assessee to its former employees of fees for services 
rendered. 


Clause 15 seeks to amend section 43B of the Act relating to aUoW- 
ability of certain expenses only actual payment. 

Sub-clauses (a) and (b) seek to insert a new clause (c) in ^e 
to enlarge its scope by bringing bonus payments ^thln Its ambit so 
deduction for bonus is allowed only in the year in which it is actually 

paid. 

Sub-clause (c) seeks to amend the first proviso, inserted by ^ 
Finance Act 1987, to make the proviso applicable to the n^ 

I ihe section, tot bonus pa^ts wUl 
to payment in respect ttiereot is made before to due ^ 

return of income, and the evidence of such payment is attach 

return, of Income. 

(c) inserted in to section has already f deduction 

Si 

Clause Id seeks to insert . n^ o 

relating to relief of tax on “P' “I S . certain Institutions 

under trust tor charitable or rellgiou. purposes or by certa 

e - 1 . rii if an assessee transfers any long 

Under the proposed . -ub-section (2) giving rise to 

term capital asset of to nature spediied In rtih-sectlon ( ) g. 
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capital gains and acquires during tlie previous year in which the transfer 
took place or within a period of six months after the dose of such previous 
year another capital asset to be held for the same purposes as those for 
which the original asset was held, the entire capital gain shall be exempt, 
if the cost of the new asset is not less than the net consideration received. 
If the cost of the new asset is less than the net consideration, the exemp¬ 
tion shall be granted proportionately on the basis of investment of net 
consideration for acquiring' the new asset. 

The proviso to sub-section (1) provides the mode of determination 
of per'od of six months in a case where transfer of original asset is by 
way of compulsory acquisition and the ammmt of compensation is received 
after t le expiry of the previous year. 

Sub ‘Section (2) specifies the type of charitable or religious trusts or 
institutions, the capital gains arising from the transfer of properties of 
which is contemplated to be given rdief under sub-section (1) ■ 

Sub-section (3) provides, that where the capital asset is a property 
held under trust created before the commencement of this Act, in part 
only for charitable or religious purposes, then only that fraction of capital 
gain arising from treinsfer of such asset which represents the extent to 
which the income derived from the asset transferred was, prior to such 
transfer, applicable to charitable or religious purposes shall be exempt. 

Clause 17 seeks to amend, sub-section (1) of section 64 of the Act 
dealing with the circumstances under which the Income of the spouse, 
minor child, etc., is included in the income of the individual. 

Under the existing provisions of clauses (1) and (hi) of the sub¬ 
section the share income of the spouse or the minor child from the firm 
is to be clubbed with the income of the other spouse or the parent. The 
provisions of these clauses have become unnecessary In view of the new 
proposals for taxation of firms (See section 182—189) whereby the 
shares of partners In the Income of the firm are not to be Included in 
the partners’ total income. 

Sub-clauses (a) and (c), therefore, seek to delete clauses (1) and 
(iil) of this sub-section. 

Under the existing provision of clause (ii) of the sub-section, the 
Income derived by the spouse by way of salary, commission, fees or any 
other form of remuneration from a concern in which the other spouse 
has substantial Interest is clubbed with the Income of the spouse- A 
proviso to this clause, however, provides that the clause will not apply 
where the spouse possesses technical or professional qualifications and 
the Income is attributable to the application of his or her technical or 
professional knowledge or experience. 

Sub-clause (b) substitutes a new proviso for the existing proviso to 
clause (ii) of the sub-section to provide that the provisions of the said 
clause will not apply only if the income arises to the spouse from a Ann 
carrying on a profession as is referred to in sub-scctioni (1) of section 
44AA, and the spouse possesses qny technical or professional qualifica¬ 
tion in the nature of a degree or diploma of a University wi^n tlm 
meaning of clause (c) of the Explanotion below sub-section (2B) of 

section 32A. 
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The existing sub-clauses (iv), (v) and (vi) of the sub-section deal 
with clubbing of the income from assets transferred to the spouse, 
minor child or son's wife or minor child, with the income of the 
individual, transferring the assets, while sub-clauses (vli) and (vlii) 
deal in a similar way with the assets transferred to any person or 
association of persons fof the benefit of the spouse or minor child or 
son's wife or minor child. 

Sub-clauses (d) and (e) seek to make amendments of a consequential 
nature in clauses (iv) and (v) of the sub-section pursuant to the 
deletion of the clauses (i) and (ill) of the sub-section. 

Sub-clause (e) and (f) further seek to omit the words “not being a 
tnarried daughter”, which qualifies the term "minor child'' used tn 
clauses (v) and (vli) of the sub-section, as the use of these words is 
unnecessary. 

Sub-clause (g) seeks to substitute a new Explanation for the existing 
Explanation 1 below the sub-section. The amendments in the new Ex¬ 
planation 1 are only of consequential nature pursuant to the deletion of 
clauses (i) and (lii) of the sub-section so that the new Explanation 1 
refers to clause (li) only, whUe the original Explanation 1 referred to 
clauses (i), (ii) and (iii). 

Sub-clause (h) seeks to omit Explanations lA and 2A below the 
sub-section, which refer to clausea (1) and (iii) of the sub-section, con¬ 
sequent to the omission of these clauses. 

The existing Explanation 3 below the sub-section applies to clauses 
(iv) and (v) of the sub-section only and clarifies that where the assets 
transferred by an individual to his spouse or his minor child are Invested 
In any business, the Income proportionate to the Investment out of the 
transferred assets will be clubbed with the income of the transferor. 

Sub-clause (i) seeks to substitute a new Explanation for the exist¬ 
ing Explanation 3, The new Explanation applies to clause (vl) of the 
sub-section als^o relating to assets transferred by an individual to his 
son's wife or son’s minor child and thus removes a lacuna tn the existing 
provisions. 

Further the new Explanation 3 excludes the clubbing of the Income 
received from the firm, where the transferred assets are invested by way 
of contribution of capital as a partner In a firm or for being admitted 
to the benefit of partnership in a firm. However, the interest received 
from the firm on such capital contribution is to be clubbed -with the 
income of the transferor. 

Clause 18 with effect from 1-4-1989 seeks to substitute a new section 
for the existing section 67 of the Act dealing with the method of comput¬ 
ing a partner's share in the Income of the firm. 

Since, as per new proposals for taxation of firms (see sections 182— 
189), a partner’s share tn the Income of the firm Is not to be Included 
In his total Income, the provisions of the existing section are no longer 
necessary and the existing section la being deleted. 
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However, the new section with sub-sections (1) to (3) and an 
Explanation provides for the method of computing a member’s share In 
the Income of an association of persons or body of individuals, wherein 
the shares of the members are determinate in the same manner as pro¬ 
vided for in the existing section for computing partner’s shaije in a firm. 
The provisions of sub-section (4) of the original section, which dealt 
with the set off or carry forward of share of loss of a partner in a regis¬ 
tered firm, do not find place in the new section, as there are no provisions 
in the Act for set off or carry forward of the share of losg of a member 
in an Association or Body in his own assessment. 

Clause 19 seeks to delete^ sections 75, 76 and 77 of the Act dealing 
with carry forward of losses of registered firms, unregistered firms treat¬ 
ed as registered firms or unregistered firms or their partners, consequ¬ 
ent upon the new provisions of taxation of firms being Introduced 
whereby firms are no longer to be assessed as registered or unregister¬ 
ed and shares of the partners In the firms are also not to be assessed In 
their own hands. 

Clause 20 seeks to substitute, a new sub-section for the existing sub¬ 
section (1) of section 78 relating to carry forward of losses In the case 
of change in constitution of a firm. 

Under the existing provisions of the sub-section, where a change has 
occurred in the constitution of the firm, the share of loss of the retiring 
or deceased partner is not allowed to be carried forward to be set off 
against the income of the firm after the change. This sub-section also 
prohibits any partner from taking the benefit of any portion of the 
said loss which Is not apportionable to him under section 67. 

The new sub-section provides that where a change has occurred in 
the constitution of the firm, the share of loss of the out-going partners 
shall not be carried forward to be set off against the Income of the new 
firm. It does not contain the latter part of the original sub-section 
relating to partners, as the same becomes redundant in view of the new 
proposals for taxation of firms (See sections 182 to 189) whereby the 
share of a partner in firm’s Income is not to be taxed In his hands. 

, Clause 21 seeks to amend section 80A of the Act relating to deduc¬ 
tions, mentioned In various sections of Chapter VIA, to be made from 
the gross total income in computing the total income of an asseasee. 

Sub-section (3) of the section lays down that where deduettons under 
certain sections are allowed in the cases of the firm, association of 
persons or body of individuals, the same deductions will not be allowed 
in the assessments of the partners or members in respect of shares 
from such firms, association of persons or body of individuals. These 
provisions will no longer be necessary in the case of a firm and its 
partners in view of the new proposals for taxation of firms (S^e sections 
182-^189) whereby the shares of partners in the firm’s Income are not 
to be taxed In their hands. Therefore, under the proposed amendment 
of the sub-section reference to a firm and Its partners Is to be taken 
out so that the sub-section applies only to the association of persons 
and body of Individuals and their members. 
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Clause 22 seeks to amend section 80B of the Act, containing defini¬ 
tions of certain terms for the purposes of Chapter VIA. The following 
clauses of this section are to be deleted;— 

(i) clause (2), which defines “domestic company”; 

(11) clause (4), which defines “foreign company”. Both these 
definitions are being shifted to section 2. 

(hi) clause (6), which defines “income” in relation to a handi¬ 
capped individual. 

(Iv) clause (8), which defines “relative”. Both these definitions 
are no longer necessary, as they were needed for the purposes of 
section 80D, which already stands deleted from the Act. 

Clauses 23, 26 and 28 seek to omit the following sections of Chapter 
VI-A of the Act dealing with deductions to be made in computing total 
income; — 

(i) section 80E, providing deduction in respect of payment for 
securing retirement annuities in cases of partners of registered pro¬ 
fessional firms, being redundant. 

(ii) section 80GGA providing deduction in respect of donations 
for scientific research, etc. The deduction for such payments is, being 
allowed under amended section 80G. 

(ill) section 80QQ, providing deduction in respect of profits and 
gains from the business of publication of books, being redundant. 

Clause 24 seeks to insert a new section 80F in Chapter VIA of the 
Income-tax Act, providing for a unified scheme for taxation of charitable 
and religious trusts which will also l>e applicable to institutions of 
national importance including those involved in scientific research, rural 
development and conservation of natural resources. Accordingly, sub¬ 
section (21) of section 10 and clauses (iv) and (v) of sub-section (23C) 
of section 10 and sections 11, 12, 12A, 13, 35, 35CC, 35CCA and 35CCB 
of the Act have been omitted. Section 800 dealing with donations has 
been separately enlarged. With the insertion of this new section, the 
gross total income of a charitable trust or institution will be computed in 
terms of section 80A of the Act and thereafter two special deductions will 
be allowed in accordance with the provisions of this section. 

Sub^sectlon (1) specifies the categories of assegsees to whom the new 
provisions will apply. Apart from persons who derive income from pro¬ 
perty held under trust for charitable or religious purposes in India, the 
new provisions will also apply to the trusts or institutions which are 
(1) set up for the benefit of Indian citizens abroad; (ii) notified by the 
Board to be of national importance, and (ill) for promotion of Interna¬ 
tional welfare in which India is Interested. This enlarges the provisions 
of present sub-section (1) of section 11. 

Sub-section (1) also specifies two special deductions from the total 
Income of the previous year which is otherwise to be computed In the 
normal manner. The voluntary contributions received by such trusts, 
etc., will continue to be taxable on the same pattern as provided in the 
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present section 12 by virtue of the enlarged definition of ‘income' in sub¬ 
section (24) of section 2. These deductions are (i) the amount actually 
spent by a trust or institution in fulfilment of its objects; gnd (ii) the 
amount accumulated by it in specified investments provided such invest¬ 
ments have been held by it for atleast a period of six months ending on 
the due date of filing of the return of income. These deductions are pro¬ 
vided in lieu of the total exemption hitherto granted to such trusts, etc., 
and will also take care of accumulation of their income to a larger extent 
than provided presently under sub-sections (1), (2), (3A) and (&) of 
section 11 of the Act, while taking away areas of discretion. 

Sub-section (2) provides that any trust which does not apply for regis¬ 
tration in the prescribed manner will not be eligible for deductions speci¬ 
fied in sub-section (1). The sub-section further provides that where the 
gross total income of a trust exceeds Rs. 50,000 (hitherto Rs. 25,000), its 
accounts must be audited and the return of income be accompanied by an 
audit report in the prescribed form. These conditions already exist in 
the present section 12A of the Act. The sub-section also empowers the 
Board to Impose such other conditions as it thinks fit keeping in view the 
interests or quantum of the revenue, including the condition that a 
nominee of the Board will be appointed on the Board of trustees of the 
trust or the governing body of the institution. 

Sub-section (3) specifies the circumstances in which a trust, etc,, wiU 
not be eligible for deductions under sub-section (1). These are analogous 
to the existing provisions of sub-section (1) of section 13 of the Act. 
Where the deduction to a trust or institutions is denied imder the cir¬ 
cumstances that its income is deemed to have been used for providing 
any benefit, amenity or perquisite to any interested preson In the trust, 
the Chief Commissioner or Commissioner is empowered, on an appUcn- 
tlon by the trust or institution, to allow the deletion wholly or to such 
extent as he may deem fit having regard to the extent of the benefit, 
amenity or perquisite enjoyed by the Interested person. 

Sub-section (4) provides for the circumstances in which Income of a 
trust or institution shall be deemed to have been used for providing any 
benefit, amenity or perquisite to any Interested person. Provision of any 
such benefit or amenity will disentitle the trusts, etc., from the benefit of 
the two special deductions mentioned in sub-section (1). It also incor¬ 
porates the existing provisions contained in sub-section (2) of section 13. 

Sub-section (5) provides that where a specified Investment held by a 
trust is realised, the amoxmt so realised shall be deemed to be the Income 
of the trust of the previous year in which the Investment is realised or 
converted into cash. This incorporates the principle of present sub¬ 
sections (IB) and (3) of section 11. 

Sub-section (6) provides that if any income of a trust or Institution 
1« of such nature as to attract the provisions of sections 00—03 of the 
Act, It will not be eligible for deduction under snb-sectloTi (1), This In¬ 
corporates the existing condition in sub-section (1) of section 11. 

Sub-section (7) deals with trusts or institutions carrying on or deriving 
income from business and specifies special conditions which are requir¬ 
ed to be satisfied by such tru.sts. etc., for grant of deductions under sub¬ 
section (1). These conditions Include maintenance of accounts of the 
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business on cash basis; prohibition of set off and carry forward and set 
off of business losses; and ineligibility of certain kinds of business and 
expandiiure. This enlarges the area of present sub-sections (4) and 
(4A1 of section 11. 

Sub-section (.8) empowers the Board to delegate any power or autho¬ 
rity, conferred upon it under this section, on an officer not below the 
rank of Commissioner. The delegation will be subject to such conditions 
and restrictions as the Board may think lit to impose. 

Explanation 1 defines certain words and phrases for the purposes of 
this section, thus incorporating the; provisions of sub-sections (3) and (4) 
of section 13 and Explanation 1 to section 13^ 

Explanation 2 saves certian trusts from the purview of the provisions 
of clause (b) of sub-section (3). This is the counterpart of existing 
Eocplanation 2 to section 13. 

Explanation 3 seeks to incorporate the existing Explanation 3 to section 
13, dealing with persons deemed to have a substantial interest in a concern. 

Clause 25 seeks to amend sectica 30G of the Act relating to deduc¬ 
tion in respect of donations to certain funds, charitable institutions, 
etc. 

Under the existing provisions of sub-section (1) of the section, the 
percentage of deductions is 50 per cent, of the aggregate of donations made, 
except In the following two cases, where the deduction is equal to 100 per 
cent, of the sums donated: 

(i) Prime Mini.ster’s National Relief Fund. 

(ii) Approved local bodies or organisations for promoting family 
planning. 

The donations in respect of which deduction is to be allowed are 
mentioned in various clauses and sub-clauses of sub-section (2). 

For certain types of donations mentioned in sub-section (2), an upper 
limit is provided in sub-section (4) beyond which the donations do not 
qualify for deduction. This upper limit is Rs. 5 lakhs or 10 per cent, of 
the gross total income, whichever is less. 

A new section 80F has been inserted in Chapter VIA (in lieu of the 
present sections ll to 13, etc.) to provide deductions in respect of 
amouats applied or accumulated for charitable or religious purposes. 
Undei clause ((i) of svb-section (1) of this section, a trust or histitu- 
tion cf national importance, which is approved by the Board and notifi¬ 
ed in Uie Official Gazette, also qualifies for such deductions if the in¬ 
come Ls applied or accumulated for the purposes of the trust. Such 
trusts or institutions of national importance would include those engag¬ 
ed in carrying out scientific research, rural development programmes or 
programmes of conservation of natural resources, etc. 

It Is proposed that donations to trusts or institutions of national im¬ 
portance cai"rying on activities enumerated above, should also qualify for 
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100 p*jr cent, deduction. To achieve this objective, the following amend¬ 
ment!) are proposed to be carried out in section 80G; — 

(i) sub-clause (b) introduces two new sub-clauses (iiid) and 
fiiie) in clause (a) of sub-section (2) of the section to include in 
the list of eligible donees, a rural development fund set up and notified 
bj' the Central Government in this behalf and also trusts or insti¬ 
tutions of national importance referred fo in clause (dj of sub-section 
(1) of section 80F which are carrying on the following activities: — 

(a) Scientific research; 

(b) Rural development programmes; 

(cj Programmes for conservation of natural resources or of 
afforestation of wasteland. 

(ii) sub-clause (a) amends clause (i) of sub-section (1) of the 
sei;:tion, dealing with 100 per cent, deduction of the sums donated, to 
include therein the new sub-clauses (iiid) and (iiie) of clause (a) of 
sub-section (2) relating to donations to trusts or institutions of 
national importance mentioned in (i) above so that such donations 
w:Ull qualify for 100 per cent, deduction. 

Sub^clause (c) seeks to substitute a new sub-section for the existing 
sub-section (4) of the section to withdraw the upper limit mentioned 
therein with reference to the absolute amount of Rs. 5 lakhs. The result 
will be, that most donations mentioned in this sub-section will now be 
subject to only one upper limit which is 10 per cent, of the gross total 
income. 

Sub-clauses (d) and (e) seek to amend clause (i) of sub-section (5) 
and Explanation 2 of the section consequent upon the deletion of sections 
11 to 12 and their substitution by the provisions of a new section OOF and 
also the deletion of clause (23) of section 10 relating to exemption of the 
income of sports associations, etc. Further clause (23AA) relating to 
exemption of the income of Regimental Fund, etc,, of the armed forces is 
also included in clause (i) of sub-section (5) of the section so that 
donations to such funds will also qualify for deduction equal to 50 per cent, 
of the sums donated. 

Clause 27 seeks to amend section SOL of the Act relating to deductions 
in respect of interest on certain securities, dividends etc,, by inserting 
clause (va) in sub-section (1) thereof. The new clause allows deduction of 
income received in respect of units of a Mutual Fund specified under the 
newly inserted clause (23D) of section 10. 

Cla ise 29 seeks to substitute a new section for the existing section 
86 relating to shares of partners in the income of the firm or the shares 
of members of an association of persons or body of in dividuals in the 
income of the association or body. 

The existing section 86 consists of two clauses (iii) and (v) only. 
Clause fiii) provides for rebate on the share income of the partner of 
an unregistered firm in his own assessment, while clause (v) provides 
for a similar rebate in the case of a member of an association or boy. 
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Since as per new proposals regarding taxation of firms (see sections 
182 to 189) the firms are no longer to be assessed as registered or 
unregistered and partners’ shares in the income of the firm are not to 
be included in their total income, the provisions of the existing clause 
(iii) of the section have become irrelevant and do not find a place in 
the new section. 

The new section, therefore, deals only with the shares of members of 
an isissociation of persons or body of individuals in the income of the 
association or body, and provides that income-tax shall not be payable 
in respect of such share, although it shall form part of total income of 
the member. 

Proviso to the section lays down that where the association or body 
is taxed at the maximum marginal rate or any higher rate, the share of 
the imember shall not be included in his total income at all. It is further 
provided that where no incomedax ig chargeable on the total income 
of the association or body, the share of a member therein shall be 
chargeable to tax as part of his total income. 

Clause 30 seeks to substitute new sections for the following existing 
sections of the Act: — 

(i) Section 116 relating to clauses of income-tax authorities; 

(fi) Section 117 relating to apnointment of income-tax authorities; 

and - 1 -: 

(iii) Section 118 relatmg to control of income-tax authorities., 
The new section 116 includes certain new authorities which are nre- 
sently functioning and redesignates some of the existing .authorities. 
It also omits the authoritv “Annellate As'Sistant Commissioner” from the 
Act. Tlie income-tax authorities now mentioned in the new section 
are: 

(a) the Central Board of Direct Taxes constituted under the 
Central Board of Revenue Act, 1963, 

fbl Directors General of Income-tax or Chief Commissioners of 
Income-tax, 

(c) Directors of Income-tax or Commissioners of Income-tax or 
Commissioners of Income-tax (Appeals), 

(d) Deputy Directors of Income-tax or Denut^r Commissioners 
of Income-tax, or Deputy Commissioners (Appeals), 

(e) Assistant Directors of Income-tax or Assistant Commission- 
ners of Income-tax, 

(f) Income-tax Officers, 

(g) Tax Recovery Officers, 

(h) Inspectors of Income-tax. 

The existin'^ section 117 sT>ecffies elabnvqt.pn^ thp ^^opomting authori¬ 
ties fo-** the various authorities tr. be appointed under the Act. This 
elaborat'^ descrip+ien is- eliminated, in the neer section, in mew of this 
matter heing covered by other statutory rules 
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Sub-section (1) of the new section empowers the Central Government 
to appoint such persons as it thinks fit to be the income-tax authorities. 
Sub-section (2) empowers the Central Government to authorise the 
Board, a Director General, a Chief Commissioner, a Director or a Com¬ 
missioner to appoint income-tax authorities below the rank of Assist 
tant Commissioner. Sub-section (3) empowers an income-tax authority 
authorised in thig behalf by the Board to appoint such executive or 
ministerial staff as many be necessary to assist it in the execution of its 
functions. 

The existing section 118 spells out the control over income-tax au¬ 
thorities. It describes in detail as to which income-tax authority will be 
subordinate to whom. The new section, instead of mentioning the con¬ 
trolling authorities in detail, empowers the Board to issue notification 
in the Official Gazette directing that any income-tax authority or autho¬ 
rities specified in the notification shall be subordinate to such other 
income-tax authority or authorities as may be specified in the notification. 

Clause 31 seeks to amend section 119 of the Act relating to instruc¬ 
tions to subordinate authorities. Sub-clause (a) .seeks to amend clause 
(b) of sub-section (21 of the section to empower the Board to authorise 
any Income-tax authority other than a Deputy Commissioner (Appeals! 
or Commissioner (Appeals) to admit a belated application or a claim for 
any exemption, deduction, refund, etc., instead of only the Commissioner 
of Income-tax or the Income-tax Officer, as at present. 

Sub-clause (b) seeks to omit sub-section (3), which enjoins upon the 
Income-tax Officer to observe and follow instructions issued by his 
superiors under whom he i.s posted. The provisions of this sub-section 
are unnecessary in view of the provisions of the new section 118. 

Clause 32 seeks to substitute a new section 120 relating to jurisdiction 
of income-tax authorities. 

Under the existing provisions, the jurisdiction of various Income-tax 
authorities are given in separate sections viz.. 120, 121, 121 A, 122, 123, 
124(1) and (21 and 128. Tn e.ssence all these sections say that the income- 
tax authorities will perform their functions in the area or cover the 
persons, etc., assigned to them by the Board or the Commissioner of In¬ 
come-tax, depending upon- the rank of the income-tax authority. Sections 
125, 125A, 126, 130 and 130A provide for jurisdiction under special cir¬ 
cumstances . 

Instead of mentioning the jurisdiction and powers of each income- 
tax authority separately, it is proposed to combine the provisions of 
all these sections mentioned in the preceding paragraph in a new sec¬ 
tion 120, Sub-section (1) provides that income-tax authorities shall ex¬ 
ercise all or any of the powers and perform all or any of the functions 
conferred on or assigned to them by the Board. 

Suh-section (2) empowers the Bo-srd to delegate the authority to 
authorise to any income-tax authoritv below it, so as to enable it to 
i.asue orders in writing for the exercise of the nov^ers and performance 
of the functions by the authoritie,s .subordinate to it, 
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Sub-section (3) provides that the Board or any other income-tax 
authority authorised by it, while issuing directions referred to in sub¬ 
sections (1) and (2), may have regard to any one or more of the follow¬ 
ing criteria: — 

(a) Territorial area; 

(b) Persons or classes of persons; 

(c) Income or classes of income; and 

(d) Cases or classes of cases. 

Sub-section (4) empowers the Board to issue general or special 
orders to; 

(a) authorise any Director General or Director to perform such 
functions of any other income-tax authority, as may be assigned to 
him by the Board; 

(b) empower the Director General or Chief Commissioner or 
Commissioner to issue orders in writing that the powers and func¬ 
tions assigned to an assessing officer in respect of any specified area 
or persons or classes of persons or incomes or classes of income or 
cases or classes of cases, shall be exercised or performed by any 
Deputy Commissioner, 

Sub-section (5) makes provision for conferring concurrent jurisdic¬ 
tion on the assessing officers. It provides that direction and orders re¬ 
ferred to in sub-sections (1) and (2) may require, for the proper man¬ 
agement of work, two or more assessing officers (whether or not of the 
same class! to perform functions concurrently. Where assessing 
officers performing concurrent functions are of different classes, 
th? authority lower in rank among them shall exercise power and per¬ 
form functions as th"^ higher authority amongst them may direct. Sub¬ 
section (6) seeks to empower the Board, notwithstanding anything con¬ 
tained in this section or section 124 to regulate matters concerning juris¬ 
diction for purposes of furnishing of the return of income or the doing 
of any other thing under the Act by issue of notification in the Official 
Gadette. 

Clause 33 seeks to delete sections 121, 121A, 122, 123, 125, 125A, 126, 
218, 130 and 130A of the Act dealing with jurisdiction of various income- 
tax authorities, as the provisions of these sections have been combined 
in a single section 120, 

Clause 34 seeks to substitute a new section 124 dealing with the 
jurisdidtion of assessing officers in place of the original section relating 
to jurisdiction of the Income-tax Officers. 

The provisions of sub-sections (1) and (2) of the existing section 124 
relating to jurisdiction of Income-tax Officers, having been merged, 
along with other sections, in the new section 120, do not find place in the 
new section 124, The provisions of the existing sub-sections (3) to 
(7), with appropriate amendments, are reproduced in sub-section (1) 
to (5) of the new section 124. The amendments are; — 

(i) whenever there is a disagreement between two or more Direc¬ 
tors General or Chief Commissioners or Commissioners regarding 
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jurisdiction of an assessing officer, the Board or such Director Gene¬ 
ral or Chief Commissioner or Commissioners as niay be authorised 
in this behalf by the Board through a notification, will be competent 
to decide the issue, instead of only the Board, as at present. 

(ii) the existing provisions for questioning the jurisdiction of 
an Income-tax Officer are that no person shall call in question his 
jurisdiction— 

(a) where a return of income under section 139 has been filed, 
after the expiry of one month from the date of filing of the re¬ 
turn or after the completion of assessment, whichever is earlier; 

(b) where no such return has been filed, after the expiry of 
the time allowed by a notice under section 138 (2) or 148 for 
making a return. 

In view of the proposed new procedure of assessment, where issue 
of notice under section 139(2) is dispensed with and completion of as¬ 
sessment in all cases is also not necessary (see amendment of sections 
139 and 143) it is now provided that no person shall be entitled to call 
in question the jurisdiction of an assessing officer; — 

(a) where a return of income under section 139(1) has been 
filed, after the expiry of one month from the date of service of 
notice under section 142(1) or 143(2) or service of intimation under 
section 143 (1), or after the completion of asse,s9ment, whichever is 
earlier, 

(b) where no such return has been filed after the expiry of the 
time allowed in a notice under section 142(1) or section 148 for 
making the return, or the date of hearing specified in a notice Issued 
before passing an order under section 144, whichever is earlier. 

Clause 35 seeks to substitute a new section for the existing section 
127 relating to power of transfer of cases. 

Under the existing provisions of this section, the Commissioner or 
the Board can transfer cases from one or more income-tax authorities 
to other income-tax authorities. The Commissioner can transfer a case 
from one officer to another provided both work under his jurisdiction. 
The Board too has similar power to transfer cases from one officer to 
another irrespective of the fact that the two officers are working under 
different Commissioners. Even where ihe Commissioner agree that the 
cases can be transferred among their officers, the orders have to be 
passed by the Board. 

The new section incorporates the provisions of the existing section 
with the following amendments: — 

(i) the powers of transfer of cases are given to the Director Gene¬ 
ral, Chief Commissioner or Commissioner instead of only to the 
Commissioners: 
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(ii) cases can be transferred between the assessing officers 
working under different Directors General or Chief Commissioners 
or Commissioners— 

(a) if the concerned Directors General or Chief Commis¬ 
sioners or Commissioners agree, by the Directors General or 
Chief Commissioner or Commissioner from whose jurisdiction 
the case is to be transferred; 

(b) if the concerned Directors General or Chief Commis¬ 
sioners or Commissioners do not agree, by the Board or any 
such Diret,ior General, Chief Commissioner or Commissioner 
as the Board may, bv notilication in the Official Gazette, autho¬ 
rise in this behalf- 

Clause 36 seeks to amend section 131 of the Act relating to power of 
income-tax authorifies i-egarding discovery, production of evidence, etc- 
Under the existing provisions, sub-scction (1) gives the power of a civil 
court to an Income-tax Officer, the Appellate Assistant Commissioner, 
Inspecting Assistant Commissioner, Commissioner (Appeals) and the 
Commissionei in certain matters like discovery and inspection, enforc¬ 
ing attendance oJ> any person and examimng him on oath, etc,, in any 
proceedings before them. Sub-section (IA) extends these powers to an 
Assistant Director of Inspection, who generally deals with search and 
seizures under section 132 and enables him to exercise these powers 
even when no proceedings are pending. 

Sub-clause (a) seeks to amend sub-section (lA) of the section to 
extend similar powers to the Director-General or Director and also to 
the authorised oiiicer under sub-section (1) of section 132 before he 
takes search and seizure action mentioned in clauses (i) to (v) of that 
sub-section. 

Sub-clause (b) seeks to omit sub-section (2) of this section relating 
to imposition of fine for non-compliance with the summons issued un¬ 
der this section, consequent upon the inclusion of this penal pvovi.sion 
in section 2T2A dealing with miscellaneous penalties- 

ClcLuse 37 seeks to amend section 132 of the Act relating to search 
and seizure. 

Under the existing provisions of sub-section (1) of this section the 
authorised officer, who is conducting the search, may seize che bvOks of 
account, documents, money, bullion, jewellery or other valuable arti¬ 
cles or things found during the search, if the same are unaccounted for. 
Sub-section (3) empowers the authorised officer to issue a prohibitory 
order on a person ip control of such documents or valuable articles, 
etc-, directing him not to remove, part with or otherwise deal with them 
without his permission, if he finds it not practicable to seize them. 
There is no time limit up to which such a prohibitory order can be 
inforce, Sub-seciion (4) empowers the authorised officer to examine on 
oath any person founa to be in possession or control of any books of 
account valuable articles, etc., during the search. He cannot, however, 
examine all the persons present in the premises at the time of the 
search, unless they are in possession or control of the documents or 
valuables, etc. Sub-section (5) provides that where any money, valu¬ 
able articles, etc., have been seized, the Incomc-tax Officer has to pass 
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a summary ordei' wituin 120 days of the seizure determining the extent 
of concealed income, calculate the tax, penalty and interest thereon 
and appropriate the seized assets against the liability so deteimined 
or against any other existing liability of the assessee- 

Sub-clause (a) and (b) seek to make amendments of consCRuential 
nature m sub-sections (If and (lA; of the section. 

Sub-clause, (c) seeks to add an Explanation to sub-section (3) to 
clarify that a prohibitory order under this sub-section does not amount 
to seizure, 

Sub-clause (d) seeks to insert an Explanation in sub.section (4) 
to clarify that examination on oath mentioned therein need not be 
confined to the things, etc-, found during the search but can also bo 
for the purpose of general investigation. 

Sub-clause (e) seeks to insert a new sub-section (8Aj to provide 
that a prohibitory eider under sub-section (3) will not be operative 
lor a period exceeding 60 days from the date of the order, unless the 
authorised officer records reasons in writing and obtains the approval 
of the Commissioiiet to such extension. It is further provided that 
the Commissioner shall not approve the extension of the period beyond 
the expiry of 30 d^ys after the completion of all the pioceedings under 
the Act in respect of the years for which the books of account, docu¬ 
ments, money, bullion, jewellery or other valuable articles or things 
are relevant. 

Sub-clause (f) seeks to make an amendment of consequential nature 
in Explanation 1 at the end of the section. 

Clause 38 seeks to make an amendment of consequential nature in 
section 132A of the Act relating to power to requisition books of ac¬ 
count, etc., by substituting reference to “Income-tax Officer" with refe¬ 
rence to “Assistant Commissioner or Income-tax Officer". 

Clause 39 seeks to amend section 133 relating to power of the 
income-tax authorities to call for information. 

Sub-clause (a) seeks to amend clause (4) relating to furnishing of 
a statement of the names and addresse.s of all the persons to whom 
the assessee has paid in any year rent, interest, commission, etc-, ex¬ 
ceeding Rs. 400. This limit is proposed to be raised to Rs. 1,000 and the 
Board is to be empowered to I'aise the monetary limit further through 

rules- 

Sub-clause (b) seeks to insert a proviso at the t.nd of the section to 
provide that the Director-General, Chief Commissioner, the Director 
and the Commissioner can also call for the infonnation from any person 
(including a banking company) refern^d to in clause (6) of the section, 
which at present can be called for by the Income-tax Officer, the In¬ 
specting Assistant Commissioner, Appellate Assistant Commissioner or 
Commissioner (Appeals) only. 

Clause 40 seeks to amend section 133A relating to power of survey 
of an income-ta.x authority. The amendmen-t is made in clause (a) ttf 
the Explanation to this section to provide that instead of only the 
Income-tax Olbcer, as at present, any income-tax authority nientioned 
in this section (which means an Assistant Commissioner, an Assistant 
Director or an Income-tax Officer) can authorise Income-tax Inspectors 
to conduct survey. 
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Clause 41 seeks to amend section 138 of the Act relating to disclosure 
of information in respect of the assessees. 

Under the existing provisions, clause (a) of sub-section (1) of the 
section provides tliat the Board or any income-tax authority specified 
by the Board may disclose information to other Government agencies 
and to the authorities under the Foreign Exchange Regulation Act 
about any assessee in respect of any assessment made. 

Clause (b) of sub-section (1) of this section confers powers on the 
Commissioner to disclose information to any person, who makes an 
application to him, in case of any assessee and in respect of any assess¬ 
ment made, if he is satisfied that it is in public interest to do so. 

Sub-clause (i) seeks to amend clause (a) of sub-section (1) of the 
section by removing the condition that the information to be passed on 
to the other Government department must relate to an assessee and fc 
a completed assessment. Instead, it is provided that any information 
received or obtained by any income-tax authority in the performance 
of his functions under the Act may be disclosed. 

Sub-clause (ii) seeks to amend clause (b) of sub-section (1) so as in' 
empower the Commissioner to disclose information relating to any 
assessee received or obtained by any income-tax authority in the per¬ 
formance of his functions under the Act, whether an assessment has 
been completed or not. 

Clause 42 seeks to amend section 139 relating to filing of return of 
income. 

Sub-clause (a) seeks to substitute a new sub-section for the existing 
sub-section (1) which prescribes different time limits for filing of the 
return of income by assessees having income from business and by 
those having income from sources other than business. The existing 
dates are either 30th June or 31st July. The new sub-section staggers 
further the dates for filing the returns by different classes of assessees. 
The due dates now provided are as under: ^—- 

(1) Where the assessee is a com- By Slst December 

pany 

(2) Where the assessee is a person 
other than a company— 

(i) who is required to get his 

accounts audited urxier the 
Income-tax Act or any other 
law, or in the case of a co¬ 
operative society. 

(ii) Deriving income from 
business or profession, who 
does not fall under item (i) 
above. 


By 31st October 


By 31st August 


(iii) In any ether case. 


By 30th June- 
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Proviso to the existing sub-section (1), which allows discretion to 
the Income-tax Officer, on an application made by the assessee, to 
extend the date for filing the return of income, does not find place in 
the new sub-section. Consequently the Income-tax Officer will not have 
any power to extend the dates of filing the returns, so that the dates 
mentioned above are mandatory. 

Sub-clause (b) seeks to omit sub-section (2) of the section dealing 
with the issue of a notice by the Income-tax Officer calling for the 
return of income. 


Sub-clause (c) makes amendments of consequential nature in sub¬ 
section (3) relating to furnishing of loss return by the assessee. These 
amendments are pursuant to the deletion of sub-section (2) of the sec¬ 
tion and the provision of staggered dates for filing the returns of ffi" 
come in the new sub-section (1), with the result that a loss return 
can also be filed by the four due dates mentioned therein, depending 
upon the category in which the case falls. 

Sub-clause (d) seeks to substitute a new sub-section for the existing 
sub-sections (4) and (4A). 

Under the existing sub-section (4) a return not filed by the due date 
can still be filed within two years from the end of the relevant assess¬ 
ment year, if the assessment has not been completed- The new sub¬ 
section provides that such a belated return can be filed within one 
year from the end of the relevant assessment year. A proviso to the 
sub-section clarifies that in casei the return relates to assessment year 
1987-88 or any earlier year, the reference to one year shall be construed 
as reference to two years from the end of the relevant assessment year. 


The existing sub-section (4A) relates to filing of return by trusts or 
institutions for charitable or religious purposes, whose income is ex¬ 
empt under the provisions of sections 11 and 12- The new section incor¬ 
porates amendments consequent upon the substitution of the provis-ons 
of sections 11 to i3 by a new section 80F. Sub-clause (e) seeks to su 
stltute a new sub.secticn for the existing sub-section (5) of the sec ion 
relating to filing of revised return. The new sub-section provides that a 
revised return can also be filed within one year frqm the end of the re¬ 
levant assessment year instead of two years at present. ^ 

sub-section clarifies that in case of a return relating to assessment > ear 
1688-89 or any earlier year, the reference to one ^ 

as reference to two yeas fom the end of the relevant assessment year. 

Sub^Luse (f) seeks to make amendments of 
in sub-sections (6) and <6A) pursuant to the deletion of 
(2) of the section. 

Sub-clause (g) seeks to omit sub-section (7) ‘‘j 

provisions have become redundant consequent upon the 
sub-section (2) of the section. 

Sub-clause (h) seeks to insert clause 
section dealing with charge of interest for late ,hall 

terminal dause and provides pro^sions of t b 

apply 07 ly in respect of assessment year 1988-89 or earner 
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years. Thereafter the charge of interest for late filing of return is to be 
covered by the mandatory interest being provided in Chapter XVII. 

Sub-clause (i) seeks to make amendments in proviso to sub-section 
(10) which are consequent to the amendments made in sub-section (3) 
of the section relating to returns of losses and in sub-sectlon (4A) of 
the section relating to returns furnished by charitable or religious trusts, 
etc. 

Clause 43 seeks to amend section 13&A of the Act relating to the per¬ 
manent account numbers as follows; — 

(i) Reference in sub-section (1) and (2) of the section to “any 
accounting year’’ is substituted by a reference to “any previous 
year”. 

(ii) The Board is also empowered to prescribe categories of 
documents on which the permanent account number is to be given. 

(iii) The definition of the term “accounting year” given in 
clause (a) of the Explanation in the section is omitted. 

Clause 44 seeks to amend section 140 which specifies the persons by 
whom the retvxm of income is to be signed and verified. 

Under the existing provisions of clause (a) of the section, the return 
of income, in the case of an individual, has to be signed by the indivi¬ 
dual himself unless he is absent from India or is mentally incapacitated 
from attending to his affairs. 

Sub-clause (i) seeks to substitute a new clause for the existing clause 
(a) of the section to extend this facility to cases where for any other 
reason it is not possible for the individual to sign the return. In such 
a case the return may be signed by any person duly authorised by such 
individual in this behalf. The power-of-attorney from the Individual is 
to be attached with the return. 

Under the existing provisions of clause (c) of the section, the return 
of income, in the case of a company, can normally be signed and veri¬ 
fied by the Managing Director or any director of the company. 

Sub-clause (ii) seeks to add a proviso to this clause to provide that 
in the case of a non-resident company, return can be. signed by a person 
holding valid power-of-attorney which is to be attached with the return. 
A further proviso is added to the clause to provide that— 

(i) where the company is being wound up, the liquidator of 
the company under liquidation shall sign and verify the return; and 

(ii) where the management of the company has been taken 
over by the Central or State Government, the principal officer shall 
sign and verify the return. 

Sub-clause (iii) seeks to insert a new clause (dd) in the section to 
provide that the chief executive officer of a political party referred tb 
in sub-section (4B) of section 139 shall be the person competent to sign 
and verify the return of such a political party. 
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Clause 45 seeks to amend section 140A relating to payment of self- 
assessment tax. 

Under the existing provisions of sub-section (1) of the section the 
assessee is required to pay tax on the basis of return after taking into 
account taxes already paid, at the time of filing the return. 

Sub-clause (a) seeks to amend the sub-section to make it mandatory 
for a person also to pay interest payable up to the date of filing the 
return along with self-assessment tax. The interest is to be paid for 
non-payment or short payment of advance tax, deferment of payment 
of advance tax and late filing of return. 

An Eocplanation is inserted to clarify that where the assessee pays 
only part of the amount due at the time of filing the return, such pay¬ 
ment will first be adjusted towards Interest, and balance, if any, will 
be adjusted towards self-assessment tax. 

Sub-clause (b) seeks to substitute a new sub-section (3) to pro\dde 
that if any assessee has not paid the self-assessment tax and interest 
in full before filing the return, he shall be deemed to be an assessee in 
default. 

The existing sub-section (3) of the section which provides for levy 
of penalty for non-payment of self-assessment tax, is being omitted. 

Clauses 46, 51 and 53, seeks to omit the following sections of the Act: 

(1) Section 141A relating to provisional assessment for refund, 
consequent upon the new scheme of assessment (see amendment of 
section 143). 

(2) Section 144B dealing with reference to Inspecting Assistant 
Commissioner In certain cases, as its provisions are already with¬ 
drawn after 30-9-1984. 

(3) Section 146 relating to reopening of a best judgment ass¬ 
essment at the instance of the assessee, as this provision has already 
ceased to be In force after 30-9-1984. 

Clause 47 geeks to amend section 142 of the Act relating to enquiry 
before assessment. 

Sub-clause (a) seeks to amend sub-section (1) of the section to 
exclude reference to sub-section (2) of section 139, consequent upon 
the deletion of that section, go that notice under this section can be 
issued if the assessee has not filed return of Income by the due date 
under sub-section (1) of section 139. 

Sub-clause (b) geeks to insert a new clause in subjection (1), 
which provides for power to call for return of Income, where It has 
not been filed voluntarily before the end of the relevant assessment year. 

Clause 48 seeks to substitute a new section for the existing section 
143 relating to procedure for assessment. 
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Under the existing provisions of the section, after a return of income 
has been filed, the Income-tax Of&cer may make an assessment under 
aub-section (1) without requiring the presence of the assessee or pro¬ 
duction by him of any evidence in support of the return. Where the 
assessee objects to such an assessment or where the Income-tax Officer 
is of the opinion that the assessment so made is incorrect or incomplete, 
or in a case where the Income-tax Officer does not complete the assess¬ 
ment under sub-aection (1), but wants to make an enquiry, a notice 
under sub-section (2) may be issued to the assess requiring him to 
produce evidence in support of his return. After considering the mate¬ 
rial and evidence produced by the assessee and after making necessary 
enquiries, the Income-tax Officer makes the assessment under sub¬ 
section (3) of the section. 

This section is proposed to be completeb recast to provide for a 
new scheme of assessment wherein the requirement of passing an 
assessment order in all cases where returns are filed is dispensed with. 

ClatLse (a) of sub-section (1) of the new section provides that where 
a return has been filed under section 139 or under sub-section (1) of 
section 142— 

(i) if any tax or interest Is foimd due on the basis of such 
return,an intimation shall be sent to the assessee specifying the 
sum so payable and such intimation shall be deemed to be a notice 
of demand issued under section 156; and 

(ii) if any refund is due on the basis of such return, it sliaH 
be granted to the assess. 

A proviso to the aforesaid clause allows department to make 
certain adjustments in the returned income or loss. 

Clause (b) of sub-section (1) of the new section provides that 
where as a result of any of the appellate, revisionary or settlement 
order mentioned in the clause relating to any earlier assessment year 
and passed subsequent to the filing of the return referred to in clause 
(ii), there is any variation in the carry forward loss deduction, etc., 
claimed in the return, then,— 

(i) if any tax or interest Is found due, an intimation shall be 
sent to the assessee specifying the sum so payable, and 

(ii) if any refund is due, it shall be granted to the assessee. 
However, an intimation for any tax or interest due under this clause 
shall not be sent after the expiry of four years from the end of the 
financial year in which any such order was passed. 

Sub-section (2) of the new section provides that when the assessing 
officer considers it necessary or expedient to verify the correctness or 
completeness of the return to ensure that the income has not been 
understated or the loss declared is not excessive, or the tax has not been 
underpaid, he shall serve on the assessee a notice either to attend his 
office or to produce on a date specified any evidence on which the 
assessee may rely in support of the return. 
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A proviso to the sub-section provides that such a notice can be served 
on the assessee only during the financial year in which the return is 
filed or within six months from the date of filing the return, whichever 
is later. 

Sub-section (3) provides that after hearing such evidence as the 
assessee may produce in response to notice under sub-section (2) and 
such other evidence as the assessing officer may require on specified 
points and after taking into account all relevant material which the 
assessing officer has gatehered, he shall pass an assessment order in wri¬ 
ting determining the total income or loss of the assessee and the sum 
payable by him on the basis of such assessment order. 

Clause 49 seeks to amend section 144 of the Act relating to best .fudg- 
ment assessment made ex parte. 

Sub-clause (a) seeks to amend clause (a) of the section consequent 
upon deletion of sub-section (2) of section 139, to provide that a best 
judgment assessment can be made on assessee’s failure to file a return 
of income under subsection (1) of section 139. 

Sub-clause (b) seeks to amend the section to provide that a best 
judgment assessment shall be made only after giving the assessee an 
opportunity of being heard.. 

Subclause (c) seeks to delete the words “or refundable to the 
assessee” so that a refund may not be granted under this section. 

Sub-clause (d) seeks to insert two provisos in the section to pro\nde 
that such opportunity shall be given by issue of a notice to the assessee 
to show cause why the assessment should not be completed to the best 
of judgement. It is further provided that such an opportunity will not 
be necessary where a notice under sub-section (1) of section 142 has 
already been issued. 

Clause 50 seeks to amend section 144A of the Act relating to the power 
of the Inspecting Assistant Commissioner to issue directions in certain 
cases, by deleting sub-section (2) of the section, consequent upon the 
deletion of sub-section (3) of section 119 referred to in this subsection. 

Clause 52 seeks to amend section 145 of the Act relating to method 
of accounting to be employed in respect of income under the head 
“profits and gains of business of profession'’ or “Income from other 
sources”. 

Under the proposed amendment a second proviso is being inserted 
in subsection (1) of the section to provide for taxation of any income 
by way of interest on securities on accrual basis in a case where no 
method of accounting is re,grdarly employed by the assessee. 

Clause 54 seeks to substitute new sections for the existing sections 
147 and 148 relating to income escaping assessment and Issue of notice 
on such escapement of income. 

Clause (a) of the existing section empowers the Income-tax Officer 
to assess or re-assess the income escaping assessment, if he has reason 
to beli^-ve that income has escaped assessment and such escapement 
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has occurred on account of either assessee’s omission or failure to file 
a return of income or failure to disclose fully and truly all material 
facts necessary for his assessment for that year. Clause (b) empowers 
the Income-tax officer to reopen an assessment, notwithstanding the 
fact that there is no omission or failure, as mentioned in clause (a) on the 
part of the assessee, if he has, In consequence of information In his 
possession, reason to believe that Income chargeable to tax has escaped 
assessment. 

Under the proposed amendment, separate provisions contained in 
the existing clauses (a) and (b) of the section are to be simplified and 
merged into a single provision enabling the assessing officer to assess 
or re-assess Income which has escaped assessment for any assessment 
year, after recording reasons for doing so. The existing requirements 
of having “reason to believe” or “information in possession”, are dis¬ 
pensed with. It is further provided in the new section that once an 
assessment is reopened, any other income which has escaped assessment 
and which comes to the notice of the assessing officer subsequently in 
the course of the proceeding under this section, can also be included 
in the assessment. 

A proviso to the new sub-section provides that if an assessment has 
been made for the relevant assessment year tmder sub-section (3) of 
section 143 or this section, no action shall be taken under this section 
after the expiry of four years from the end of the relevant assessment 
year, unless the income has escaped assessment due to the failure on 
the part of the assessee to file a return under section 139 or 142(1) or 
148 Or to disclose fully and truly aU material facts necessary for his 
assessment. 

Explanation 1 to the new section, which clarifies the meaning of the 
term "disclosure”, is the saraie as Explanation 2 in the existing section. 

Explanation 2 to the new section clarifies that the following shall 
also be deemed to be cases of Income escaping assessment: — 

(1) Where no return of income has been furnished by an asses- 
see, although his total income is above the taxable limit; 

(ii) Where a return of income has been furnished, but no assess¬ 
ment has been made, and the assessee is found to have understated 
his Income or claimed excessive loss, deduction, etc., in the return; 
and ' ' , 


(ili) Where an assessment has been made, but income charge¬ 
able to tax has been underassessed or assessed at too low a rate or 
any excessive loss or relief or depreciation allowance or any other 
allowance under the Act has been allowed. 

The existing provisions of sub-section (1) of section 148 provide 
that a notice issued under this section shall tentamount to a notice issued 
under sub-section (2) of section 139. The existing sub-section (2) 
provides that before Issuing a notice under this section, the Income-Tax 
Officer wiU record his reasons for doing so. 
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In the new section 148, reference to sub-section (2) of section 139 is 
to be removed as that sub-section is being deleted. Sub-section (2) of 
the section is to be deleted, as the requirement of recording reasons is 
incorporated in section 147 itself. The new section 148, therefore, provides 
that before making the assessment, reassessment or recomputatiou under 
section 147, the assessing officer shah, serve on the assessee, a notice 
requiring him to furnish the return of income within such period, not 
being less than 30 days, as may be specified in the notice. 

ClaiLse 55 seeks to amend section 149 of the Act relating to time 
limit for issue of notice under section 148. 

The existing provisions of sub-section (1) of the section lays down 
time limits depending upon whether the case falls under clause (a) or 
clause (b) of the existing section 147. Thus no notice for reopening an 
assessment under section 148 is to be issued in a case falling under 
clause (b) after four years and in a case falling under clause (a) after 
eight years from the end of the relevant assessment year. In a case 
fallmg under clause (a), where the income which has escaped assess¬ 
ment amounts to Rs. 50,000 or more in that year, the case can be re¬ 
opened up to 16 years. 

The existing provisions of sub-section (1) of the section are being 
substantially changed in view of the new procedure of assessment (see 
notes on amendment of section 143), and in the proposed amendment the 
time limits are to depend upon whether a case has been subject to 
scrutiny (by way of an assessment under section 143(3) or section 147) 
or not and also the amount of income which has escaped assessment. The 
new provisions in this respect are indicated in the following chart: — 


Up to four years Beyond four years. Beyond seven years 
from the end of but up to seven years but up to ten yean 

the relevant Asse- from the end of the from the end of the 

ssment Year relevant Assessment relevant Assess- 

Year raent Year 


In oases subjected to scru- If the escaped in- If the escaped in- If the escaped in- 
tiny by way of assessment come is less than come is Rs. 50,000 come is Rs. 1,00,000 
under section 143(3) or 50,000 or more, but less or more. 

147. than Rs. 1 lakh 

In other cases. If the escaped in- If the escaped in- if the (escaped in¬ 

come is less than come is Rs. 25,000 come is Rs. 50,000 
25,000 or more, but less or more, 

than Rs. 50,000 

An Explanation below the sub-section clarifies that for the puiposee 
•f this sub-section income escaping assessment shall have the same 
meaning as Explanation 2 of section 147. 

Clause 56 seeks to amend section 150 containing provisions for 
issue of a notice under section 148 without time limit in cases where 
assessment, reassessment or recomputation is in pursuance of an order 
of appeal, reference or revision under this Act. 

It is proposed to amend sub-section (1) of the section to empower 
the assessing officer to issue a notice under section 148 at any time to 
give effect to any finding or direction contained in an order passed by 
a court in any proceedings, which need not necessary be under the 
Income-tax Act, 
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Clause 57 seeks to substitute a new section tor the existing section 
151 relating to sanctioning authorities for issue of notice Under section 
148. 

Under the existing provisions of 1his section, If notice under section 
148 is to be issued after the expiry of four years from the end of the 
relevant assessment year, sanction of the Commissioner is necessary, and 
after the expiry of 8 years from the end of the relevant assessment year, 
sanction of the Board is necessary. 

In the proposed new section, the issuing or sanctioning authorities 
will depend upon whether the case has been subject to scrutiny by way 
of assessment under section 143(3) or 147 or not. 

Sub-section (1) of the new section provides that where an assess¬ 
ment under sub-section (3) of section 143 or section 147 has been made 
for an assessment year, notice under section 148 can be issued for that 
year only by an Assistant Commissioner or a Deputy Commissioner. 

A proviso to th^s sub-section provides that after the expiry of 4 years 
from the end of the relevant assessment year, notice under section 148 
can be issued only with the prior approval of the Chief Commissioner or 
the Commissioner. 

Sub-section (2) of the new sec^on provides that in a case other than 
a case falling under sub-section (1), notice under section 14S can be 
issuea after the expiry of 4 years from the end of the relevant assess¬ 
ment year only by a Deputy Commissioner or w'th the .approval of the 
Deputy Commissioner, 

Clause 58 seeks to make an amendment of consequential nature m 
nection 1.52 containing certain provisions regarding assessment of 
escaped income, pursuant to the merger of clauses (a) and (b) of 
section 147. 

Clause 59 seeks to amend socUon 153 of the Act relating to the 
time limils for completion of assessment and reassessment. 

The existing sub-section (1) of the section, dealing with completion 
of assessment under section 143 or 144, consists of clauses (a) to (d), 
with clause (a) having three sub-clauses (i) to (hi)- All these clauses 
except sub-clause (hi) of clause (a) are to be deleted for the reasons 
Indicated below;— ‘ 

(1) Provisions of sub clauses (i) and (li) of clause (a) relating 
to assessment years 1967-68 and 1968-69, which were transitory pro¬ 
visions at the time of their introduction by the Finance Act, 1968. 
have become redundant. 

(2) Provisions of clause (b), which provides eight year time limit 
for completion of assessments Involving concealment of income being 
impractical and not actually used. 

(3) Provisions of clause (c) having become redundant in view 
of the curtailed time of one year from the end of the relevant 
assessment year allowed for filing returns of income under sub¬ 
sections' (4) and (5) of section 139. 
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(4) Provisions of clause (d) having become redundant In view 

of the new procedure of assessment. 

Therefore^ sub-clause (a) seeks to substitute a new sub-section (1) 
in the section which excludes the provisions of all the above clauses and 
sub-clauses. The new sub-section (1) is thus much shorter and provides 
that an assessment order under section 143 or 144 shall be made within 
two years from the end of the assessment year in which the income was 
first assessable. 

The existing sub-section of the section dealing with completion of 
assessment, reassessment or recomputation under section 147, has two 
clauses (a) and (b) providing different time limits depending upon 
whether the case falls under clause (a) or clause (b) of section 147. 
Consequent upon merger of clauses (a) and (b) of section 147 into 
a single section, sub-clause (b) seeks to amend sub-section (2) 
of section 153 by merging clauses (a) and (b) of the sub-section 
and providing a uniform time limit of two years from the end of the 
financial year in which the notice under section 148 was served. 

A proviso to sub-section (2) makes an exception in cases where 
notice under section 148 has been served on or, before 31-3-1987. In such 
cases the assessment, reassessment or recomputatlon can be made by 
31-3-1990, This is by way of a transitory provision to tide over the diffi¬ 
culties during the transitional period on switching over from the present 
four year limit tc the new two year limit. 

Sub-clause (c) seeks to delete clause (iv) of Explanation 1 to the 
section, which deals with time limit in a case referred to the Inspecting 
Assistant Commissioner under section 144E, as that section itself is 
being deleted. 

Clause 60 seeks to amend section 154 of the Act relating to rectifica.. 
tion of mistake apparent from record in any order passed by an Income- 
tax authority. 

The amendment is made by substituting a new sub-section (1) in 
the section, which also empowers an Income-tax authority to amend any 
intimation sent by it or enhance or reduce the amount of refund granted 
by it under sub-section (1) of section 143, 

Clause 61 seeks to amend section 155 of the Act relating to amend¬ 
ment of orders. 

STi’'-clause (a) seeks to amend sub-section (1) of the section, dealing 
with rectifications of a partner's share in firm's income, to withdraw its 
provisions after the assessment year 1989-90, as the provisions of the 
sub-section would become redundant consequent upon the new pro¬ 
visions of taxation of firms as a unit (see amendment of sections 182 to 
189). 

Sub-clause (b) seeks to omit the following sub-sections; — 

(1) Sub-section (3), relating to recomputation of income conse¬ 
quent to tax payable by way of Excess Profits Tax or Business 

Fioflts Tax, which ceased to be levied long back, and has become 

’TStiundant. 
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(2) Sub-section (13), dealing with amendment of an assess¬ 
ment order by allowing the provision made for gratuity which was! 
deposited in an approved fund subsequent to the passing of an 
assessment order, which has become redundant after 31st March, 
1981. 

Sub-clause (c) seeks to omit the following sub-sections with effect 
from 1-4-1992: — 

(1) Sub-section (5B), which deals with withdrawal of deduction 
for expenditure on scientific research originally allowed under sub- 
.setlion (2B) of section 35 and has become redundant in view of the 
proposed omission of section 35- 

(2) Sub-section (6), which deals with allowability of a bad debt 
in an year earlier than the year of write off and has become 
redundant in view of the proposal to allow bad debt in the year of 
write off. (See amendment of section 36). 

(3) Sub-sections (7A), (8A), (9A), (10) (b) and (lOB) having 
become redundant in view of the amendments to sections 54, 54B. 54D 
and 54E made by the Finance Act, 1987. 

(4) Sub-sections (8), (9), (10) (a) and (IOC) having become 
redundant in view of the new scheme of investment of capital gains 
introduced by the Finance Act, 1987. 

Clause 62 seeks to amend section 158 of the Act dealing with inti¬ 
mation of assessment of firm and apportionment of its income among th« 
partners by withdrawing the provisions of the section after the assess¬ 
ment year 1989-90, as the provisions of the section would become 
redundant in view of the proposed scheme for taxation of firms, whereby 
partners’ shares in the Income of the firm are not to be assessed in their 
hands. 

Clause 63 seeks to InSjcrt a new Chapter XIVB containing section 
T58B I elating to levy of additional income-tax in certain cases. 

Sub-section (1) of the section provides that on completion of a 
regular assessment under section 143 or 144, apart from the sum deter¬ 
mined as payable on the basis of such assessment, an additional income- 
tax at the rate of 30 per cent, of the difference between the assessed 
Income and the rjcturned income will be levied by the Income-tax Officer. 

Sub-section (2), through clauses (a) to (d), clarifies as to what will 
constitute returned Income for the purposes of levy of additional Income- 
tax In different circumstances and how the additional income-tax will be 
levied where the returned Income Is a loss. The provisions in brief 
are: — 


(i) Clause (a) provides that where there are two or more 
returns of Income for the same assessment year, the income shown 
in the return filed last before the service of a notice of hearing 
inder sub-wction (2) of section 143, shall be treated as the returned 
income; i 
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(11) Clause (b) provides that where a best judgment assess¬ 
ment is completed under section 144 for assessee’s failure to file a 
return of income, the returned Income will be taken at ‘nil’ or such 
higher total income in respect of which tax by way of advance tax, 
deduction of tax at source and otherwise has been paid. 

(iii) Clause (c) makes similar provision, as in clause (b), in 
cases where the return of income is field under section 148. 

(iv) Clause (d) provides that where the returned income is a 
loss, additional income-tax will be levied on additions made, which 
reduce the loss or convert it into income. 

Suivsection (3) provides that where as a result of an order under 
sections 147, 154, 155, 250, 254, 260', 262, 263 or 264, or an order of settlement 
passed under sub-section (4) of section 245D, the amount on which the 
additional income-tax is payable increased or reduced, the additional 
inome-tax shall also be increased Or decreased accordingly. 

Sub-section (41 gives discretion to the Chief Commissioner or the 
Commissioner, whether on his own motion, or otherwise, to waive or 
reduce the amount of additional income-tax payable if he is satisfied 
that the difference between the returned income and the assessed income 
is due to bonafide difference of opinion and all the facts relating to and 
material for computation of the assessed income or loss had been dis¬ 
closed by the assessee. 

A proviso to the sub-section provides: — 

(1) that where an appeal against the assessment order has 
been filed by the assessee before the Deputy Commissioner (Appeals) 
or Commissioner (Appeal), the petition for waiver or reduction 
of additional income-tax can be filed only after the decision on such 
appeal, 

(2) that the petition for waiver or reduction of additional 
income-tax shall be accompanied by a fee of Rupees one hundred. 

Sub-section (5) provides that where in the course of a search under 
section 132, the assessee is found to be the owner of any money, bullion, 
jewellery or other valuable article or thing and the assessee claims that 
the assets referred to above have been acquired by him by utilising his 
income' — 

(a) for any orevious year which has ended before the date of 
search but return of Income for such year has not been furnished 
before the said date, or -where such return has been furnished before 
the said date, such income has not been declared therein, or 

(b) for any previous year which is to end on or after the date of 
the search, 

then, notwithstanding that such income is declared by him in any return 
of income furnished on or after the date of search, such income shall not 
be created as forming part of his returned Income for the purposes of 
liability of the additional income-tax. 
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The aforesaid income will, however, be treated as forming part of 
the returned income in the following situations: — 

(i) If such income is, or the transactions resulting in such 
income are recorded: 

(A) —in a case falling under clause (a), before the date of 
search, and 

(B) —in a case falling under clause (b) on or before the date 
of search, 

in the books of accounts maintained by the assessee, or such income 
is otherwise disclosed to the Commissioner before the said date, 

(ii) The assessee in the course of search makes a statement 
under sub-section (4) of section 132 that the assets found have been 
acquired out of his income which has not been disclosed so far in 
his leturn of income to be furnished before the expiry of the time 
specified in sub-section (1) of section 139 and explains the source of 
such income and pays the tax together with interest, if any, in 
respect of such income. 

Bub-section (6) clarifies that provisions regarding levy of Interest 
under sub-section (1) of section 234A and under sub-section (2) of 
section 234B for defaults in furnishing the return of income or in 
payment of advance tax, shall not be applicable to the additional 
income-tax. 

Claiuie 64 seeks to amend section 164 of the Act relating to the charge 
of tax where shares of beneficiaries are unknown. 

Sub-clause (a) seeks to make amendments of consequential nature in 
sub-section (1) of this section and in the first proviso to the sub-section. 

Sub-clause (b) seeks to delete the following: — 

(1) Sub-sections (2) and (3) of this section which relate to 
taxation of trusts for charitable or religious purposes, either wholly 
or in part, as these will be covered by new section 80-F proposed to 
be inserted to deal with the incomes of public charitable or religious 
trusts. 

(2) Explanation 2 to the section, which gives the meaning of the 
term “maximum marginal rate’’ consequent upon the shifting of this 
definition in a slightly modified form to section 2. 

Clause 65 seeks to amend section 164A of the Act relating to charge 
of tax in the case of oral trusts, by deleting clause (i) of the Explana¬ 
tion to this section, consequent upon the shifting of the definition of 
“maximum marginal rate’’ to section 2. 

Clauses 66, 67, 63, 69, 70, 71 and 72 seek to insert new sections, 
delete some of the existing ones or amend various existing sections of 
the Act (section 167A of Chapter XV and sections lff2—189 of Chapter 
XVI) to introduce a new systjem of taxation of firms. 
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Under the existing provisions regarding taxation of firms, the Act 
makes a distinction between a registered firm and an unregistered firm. 
There is an elaborate procedure to grant registration to the fl rTin , <i or to 
cancel the registration under certain circumstances (sections 184—189). 
A registered firm Is taxed at rates lower than the rates applicable to indi' 
vlduals and in addition, shares of partners in the income of the firm are 
again included in their total incomes and taxed in their hands (section 
1S2). An unregistered firm is taxed on its total income at the rates 
applicable to individuals. In addition, shares of partners in the income 
of the firm are included in their total incomes for rate purposes only 
[sections 183 and 86(iii)]. 

In the proposed new scheme of taxation of firms, the existing procedme 
of granting registration to the firms is to be dispensed with. However, 
it will be obligatory for the firm to file a certified copy of the Instrument 
of Partnership along with the first return of income. Thus the distinc¬ 
tion between a registered firm and an imregistered firm will be removed 
and all firms will be taxed at the maximum marginal rate. However, 
payments by way of salary, etc., made to whole-time working partners and 
interest to partners, which are not at present allowed as a deduction 
under the provisions of section 40(b), will be treated as allowable deduc¬ 
tion subject to certain ceilings. [See amendment of section 40(b)]. 

With the taxation of the firms directly at the maximum marginal rate, 
tiie shares of the partners in the income of the firm will not be included in 
their total income. [See clause (2A) of section 10], Also sepsirate rate 
schedules provided for taxation of firms in Sub-Paragraphs I and 11 of 
Paragraph C of Parts I and HI of the First Schedule to the Finance Act 
will be omitted in due course. 

Clause 66 seeks to changla the sub-heading “DD—Association of 
persons—speckil cases" of Chapter XV of the Act to “DD — Firms^ associa¬ 
tion of persons and body of individuals”. It further deletes the existing 
section 167A under the sub-heading relating to charge of tax where shares 
of members of an association of persons are unknown, and in its place 
introduces three new sections 167A, 167B and 167C. The new section 
167A provides that in the case of a firm, tax «hall be charged at the 
maximum marginal rate. ' 


Clause 67 seeks to omit the sub-heading “A—Assessment of firms" 
and the following sections of the Act:— 

(i) Section 182, which deals with assessment of registered firma, 
Inclusion of partners’ shares in the income of the firm in their own 
assessment and recovery from the registered firm of tax relating to a 
non-resident or resident partner in respect of his share in th© firm. 

(11) Section 183, which deals with assessment of unregistered 
firms. 

Clause 68 seeks to delete the sub-heading "B—Registration of firms” 
and substitute two new sections for the existing sections 184, 185 and 186 
dealing with application for registration, procedure for registration and 

cancellation of registration respectively. 
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The new section 184 deals with the circumstances under which a firm 
shall be assessed as such. Sub-sections (1) to (3) provide that the part¬ 
nership should be evidenced by an instrument of partnership wherein 
the individual shares of the partners are specified and a copy of the same, 
certified in writing by all the partners, should be filed along with the 
first return of the firm which should also be signed by all the partners. 
Sub-sections (4) and (5) provide that where a firm is assessed in any 
assessment year, it shall continue to be assessed as such for subsequent 
years unless a change in the constitution of the firm takes place, in which 
case the firm snail furnish a certified copy of the revised instrument of 
partnership along with the return of Income of the assessment year in 
which the change in the constitution has taken place- Sub-section (6) 
provides that where in the case of a firm a best judgment assessment is 
made under section 144, the assessing officer shall not assess the firm as 
such and thereupon it shall be assessed as an association of persons. 

The new section 185 provides that if a firm does not comply with the 
provisions of section 184 for any assessment year, it shall be assessed as 
an association of persons for that assessment year. 

Clause 69 seeks to amend section 187 of the Act relating to change in 
constitution of a firm, by deleting the proviso to sub-section (1) of the 
section. 

The existing proviso to the said sub-section provides, in the case of 
change in the constitution of the firm, for apportionment of the income of 
the Arm amongst the partners and for recovery of tax assessed upon a 
i'U’tner from the new firm, if it cannot be recovered from the partner, 
''hese provisions have become unnecessary in view of the new system of 
taxation of firms whereby a partner’s share in the income of the firm is 
not to be included in hig total income- 

Clause 70 seeks to insert a new section 188A in the Act to deal with 
joint and several liability of partners for tax payable by the firm. The 
new section lays down that every person who was, during the previous 
year, a partner of the firm, shall be jointly and severally liable along 
with the firm for the amount of tax, penalty or other sum payable by the 
firm for that year. 

Clause 71 seeks to amend section 139 of the Act relating to assessment 
of a dissolved firm or a discontinue.! business, bv deleting Explanation to 
sub-section (3), as the provisions of this E.rplanation havie become un¬ 
necessary in view of the deletion of section 182. 

Cla^tse 72 seeks to inser+ a new section 189A in Chapter of the 
Act to provide that in respect of a-ssessment of any firm and of its partners 
for the assessment year 1938-89 or earlier years, the provisions of Chapter 
XVI, as they stood immediately before the commencement of the Direct 
Tax Laws (Amendment) Act, 1987, shall continue to apply. 

Clause 66 also introduces a new section 167B to provide for charge of 
tax in the case of association of persons or body of individuals at the 
maximum margina’ rate under certain circumstances. The provisions of 
the new section 167B, coupled with the provisions of new section 86 and 
a new clause (ba) to section 40 introducie a new scheme for taxation 
of ihe association of persons and body of individuals [sec also sections 
86 and 40 (ba)]. 
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Under tnr ejiisting provisions, association of persons and body of 
individuals are taxed at the rates applicable to individuals. However, if 
the shares of the members of an association of persons axe indeterminate 
or unknown, the association of persons is taxed at the maximum margi¬ 
nal rate (section 167A). Clause 103 seeks to delete the existing section 
167A and introduces a new section 167B for taxation of certain association 
of persons and body of individuals- The provisions of the new section 
167B are: — 

(i) Sub-s|ection (1) provides lhat where the individual shares of 
the members of an a.ySDciadon of persons or body of individuals in 
the whole or any part of the income of such an association or body 
are indeterminate or unknown, the tax shall be charged at the 
maximum marginal rate on the total income of the association or body. 

(ii) Sub-section (2) provides that where in the case of an asso¬ 
ciation of persons or body of individuals, the total income of any 
member, other than share from such association or body, exceeds the 
maximum amount which is not chargeable to tax in the case of an 
individual, the association or body shall be charged at the maximum 
marginal rate. 

A proviso to sub-section (2) provides that if any member of an 
association or body is chargeable to tax at a rate higher than the 
maximum marginal rate, tax shall be charged on the total income of 
the association or body at such higher rate. 

The Explanation at the en-d of the new section 167B lays down as +o 
when the shares of members In an association of person.s or body of indi¬ 
viduals shall be deemed to be indeterminate or unknown, and is the same 
as the Explanation in the existing section 167A. 

(In the remaining cases of association of persons and body of indivi¬ 
duals, that is where none of the members has other income above the 
taxable limit and the shares of the members are determinate, tax shall 
continue to be charged at the rates applicable ■'o the indhdduals together 
w'th such surcharge on tax as may be levied, in the relevant Finance 
Act). 

Clause 73 seeks to amend section 194A of the Act relating to deduc¬ 
tion of tax at source from interest other than “Interest on securities . 

As per the existing provisions of clause (iv) of sub-section (3) of the 
section, tax is not to he deducted at source from any income credited or 
paid by a firm to a partner of the hrm. Since tax is now required to be 
deducted from payments by way of interest, salary, etc., made by the 
Arm to Its partners (as per the provisions of new section 194E being 
Inserted), the said clause (iv) of sub-section (3) of the section is bein^ 
omitted. ' * 

Clause 74 seeks to insert a new section 194E in the Act to provide 
for dieduction of tax at source from interest, salary, etc., paid by a firm 
to the iiartners. 

The provisions of tax deduction in the new section are on the same 
lines as In section 192 relating to deduction of tax at source from salaries. 
Thf» neuv section consists of sub-sections (1) to (4) which are analogous 
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to existing sub-sections (1) and (3) of section 192 and sub-sections (2) 
and (2B) being newly inserted by the'Finance Act, 1987. 

Clause 75 seeks to substitul^, two new sections 196 and 196A in place 
of the existing section 196 of the Act relating to non-deduction of tax on 
interest or dividends or other sums payable to Government, Reserve Bank 
or certain Corporations. 

The new section 196 is essentially the same as the existing section, 
except that a new Clause, (iv) has been inserted to provide that no tax 
shall ble deducted at source from any sum payable to a Mutual Fund 
specified under the newly inserted clause (23D) of section 10. 

The new section 196A provides that no tax shall be deducted at source 
by such Mutual Fund from any sums payable to its unit-holders. 

Clause 76 seeks to substitute new sections 207 and 208 of the 
Income-tax Act. 

Under the existing provisions, advance tax was not payable in res¬ 
pect of capital gains and income of casual nature referred to in sub¬ 
clause (lx) of clause (24) of section 2 of the Act. The new section 207 
includes all item?: of income in the total income for chargeability of 
advance tax. 

The new section 208 abolishes the various income limits applicable to 
different cuicgories of persons referred to in the existing provisions for 
being liable to pay advance tax and makes it obligatory to pay advance 
tax in every case where the advance tax payable is Rs. 1,500 or more. 

Clause 77 seeks to amend section 209 of the Income-tax Act relating 
to computa; ion of advance tax. 

Under the existing provisions of section 209 read with section 209A 
and section 212 of the Act, an assessee has to pay advance tax in 
accordance with the statement of income or estimate of advance tax to 
be sent to the Income-tax Officer in tlop prescribed manner. The amend¬ 
ed section seeks to introduce a new scheme under which an assessee 
will be required to estimate his currient income and pay advance 
tax thereon without having to submit any estimate or statement of in¬ 
come to the assessing authoritie.s, except where a notice has been served 
on him under .section 210(3) or 210(4)- 

Sub-clause (a) seeks to insert a new sub-section (1) which secures 
that where advance tax is payable, the assessee shall himself compute the 
advance tax payable on his current income at the rates in force in the 
financial year and deposit the same whether or not he has been earlier 
assessed to tax or not. Where, however, he fails to do so and has been 
served with a notice under sub-section (3) or a revised notice under sub¬ 
section (4) of section 210 and has filed his own estimate in response 
thereto, the advance tax payable shall be computed in the like 
manner on the current income declared in such estimate. The 
new sub-section also provides for the computation of advance 
lax by the assessing officer for the purpose of an order under 
sub-section (3) of section 210 of the Act which will be based 
on the total income of the latest previous year for which assess¬ 
ment has been made or the returned income in the return last filed 
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whichever is higher and if the order of the assessing officer has 
been amended under suib-section (4) of section 210, the computation 
will be in respect of the total income subsequently returned or assessed 
which has been made the basis of amendment by the assessing officer. 
In all the cases the tax calculated at the rates in force in the financial 
year shall be reduced by the amount deductible at source out of the 
income which has been taken into account in the computation of current 
income. 

Sub-clause (b) makes amendments in sub-section (2) which are 
consequential to the changes made In this section and in section 210. 

Sub-clause (c) seeks to make amendment In the existing sub-section 
(3) in consequence of the provisions of sub-sections (3) and (4) of the 
substituted section 210. 

Clansje 78 seeks to omit section 209A of the Income-tax Act relating to 
the computation and payment of advance tax by an assessee as it has 
become redundant in consequence of the insertion of new sub-section 
(1) in .seclion 210. 

Clause 79 seeks to insert a pew section 210 of the Income-tax Act 
dealing with payment of advance tax by the assessee of his own accord 
or in pursuance of order of the assessing officer. 

Sub-section (1) provides that any person who is liable to pay advance 
tax under section. 200 shall suo moto compute and pay the specified 
instalments of advance tax. This provision is presently contained in 
section 209A with the difference that such a person is also liable to 
submit an estimate of current income and advance tax payable to the 
assessing officer. ‘ 

Sub-section (2) allows an assessee to revise the instalment of 
advance tax in accordance with his estimate of current income v/ithout 
any requirement of filing the revised estimate of advance tax. 

Sub-section (3) provides that where, despite the legal obligation 
cast upon him by sub-section (1), an assessee, who had earlier been, 
assessed to income-tax, fails to pay advance tax, the assessing officer 
may pass an order requiring him to pay advance tax on his current 
year’s income. Such an order, however, must be passed during the 
financial year but not later than the last date of February. 

Sub-section (4) provides for the amendment of the order passed under 
sub-section (3) where subsequent to the making of such order or before 
the 1st day of March, a return of income in respect of any later year has 
been furnished or any assessment for any later year has been made at a 
higher figure. 

Sub-section (5) enables the assessee to furnish his own estimate of 
current income in order to reduce the amount of advance tax determined 
by the assessing officer under sub-section (3) or sub-section (4). 

Sub-section (6) provides that where the amount of advance tax on 
current income as per assessee’s own estimate is likely to be higher than 
what has been determined under sub-section (3) or sub-section (4) or 
his own estimate under sub-section (5) the assessee shall pay higher tax 
in accordance with his own calculation of advance tax. 
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planse 80 seeks to insert a new s^ection 311 of the Income-tax Act 
dealing with the time by which instalment of advance tax are payable 
and the amount payable in each instalment. 

The existing provisions of section 211 specify different due dates of 
instalments of advance tax depending on whether the previous year 
ends on Dhe 31st day of December or before. With the amendment in 
section 3 of the Act providing that the financial year wUl be the pre¬ 
vious year for all assessees and for all sources of income, the new 
section specifies uniform due dates of instalments for all assessees. 

Under tlie existing provisions advance tax is payable in equal instal¬ 
ments fv^lling due on the specified dates which are dependent upon the 
previoi's year adopted by the assessee. 

Sub-section (1) now provides that up to 20 per cent., 50 per pent, and 
100 per cent, of the advance tax payable shall be paid by 15th September, 
15th December and 15th March, respectively. It has also been provided 
that any payment of advance tax made before 31st March shall also be 
treated as advance tax paid during the financial year. 

Sub-section (2) secures that where advance tax is payable by virtue 
of thje notice of demand issued by the assessing officer, the whole or 
the appropriate part of the advance tax shall be payable in the remaining 
instalments, 

Clause 81 seeks to omit section 212 dealing with estimate by 
assessee and section 213 dealing with deferment of instalment whercs 
income consists of commission receipts, as these provisions are not needed 
in the new scheme for payment of advance tax. 

Clause 82 seeks to amend section 214 of the Income-tax Act, relating 
to interest payable by Government. 

Sub-clause (a) seeks to amend sub-syection (lA) to insert a reference to 
an order of the Settlement Commission under sub-section (4) of section 
245D in order to bring orders under these sections within the scheme of 
this sub-,section. 

Sub-claus,e (b) seeks to insert a new sub-section (3) which make: 
the provisions of this section and sections 215, 216 and 217 inoperative 
in respect of the assessment year 1989-90 and onwards. It also clarifies 
that references to these sections except sub-section (lA) of this section 
and sub-section (3) of section 215 for any earlier assessment year will 
continue to be regulated by the old provisions. The new provisions for 
navment of interest are contained in sections 234A, 234B, 234C and 
244A. 

Change 83 seeks to amend sub-section (3) of section 215 on the lines 
of sub-section (lA) of section 214, the difference being that under section 

214 the interest is payable by the Government whereas under section 

215 interest is payable by the assessed. 

Clause 84 seeks to substitute section 218 of the Income-tax Act 
relating to the assessees deemed to be in default by a new prevision 
consequential to change in the scheme for payment of advance tax as 
contained in sections 210 and 211- 
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Clause 80 S|eeks to amend section 220 of the Income-tax Act which 
specifies as to when tax is payable and when an assessee is or si deemed 
in default. 

Sub-clause (a) seeks to amend sub-section (1) to require that the 
specified amount shall be paid within 30 days (hitherto 35 days) of th« 
service of the notice under section 156 of the Act. 

Sub-clause (b) seeks to amend sub-section (2) by increasing 
interest payable by an assessee indefault from the existing rate of 
15 per cent, per annum to li per cent, for every month or a part of the 
month during which an assessee continues to be in default in respect of 
any amount referred to in sub-section (1). The sub-clause also seeks to 
enlarge the scope of the proviso to sub-section (2) by including therein 
any reduction of the amount on which interest is payable by an order of 
the Settlement Commission, under sub-section (4) of section 245D. 

Further, sub-clause (b) seeks to add another proviso to the section 
to provide that where the duration of default includes both the period 
prior to the 1st of April, 1989 and also period subsequent to that date, 
the calculation of interest for the earlier period will be on the basis of 
the old provisions and the calculation of interest for the subsequent period 
will be controlled by the new provisions. 

Clause 86 seeks to amend ^ction 222 of the Income-tax Act relating 
to forwarding of certificate to the Tax Recovery Officer. 

Sub-clause (a) seeks to amend sub-section (1). Under the existing 
provisions, the Income-tax Officer is required to forward to the Tax 
Recovery Officer specifying the amount of arrears due from the assessee 
and only then the Tax Recovery Officer assumes jurisdiction in the case. 
The amended sub-section (1) dispenses with such a requirement. Under 
the new provisions, the Tax Recovery Officer will assume jurisdiction 
automatically by specifying the amount of arrears due from the assessee 
in a prescribed form. 

Sub-clause (b) seeks to insert a new sub-section (2) which incorpo¬ 
rates the existing provisions, but with reference to the Tax Recover>^ 
Officer, in consequence of the amendment of sub-section (1). 

Clause 87 seeks to insert new sections 223, 224 and 225 of the Income- 
tax Act relating to the jurisdiction of Tax Recovery Officers and validity, 
amendment, and stay of proceedings under certificate and withdrawal 
thereof. The amended sections incorporate the existing provisions, so, 
however, as to give effect to the new sections 120 and 222 of the Act. 

Clause 88 seeks to amend section 226 of the Income-tax Act relating 
to the other modes of recovery. 

Sub-clause (a) seeks to substitute sub-section (1) by new sub-sections 
(1) and (lA.). The substituted sub-section (1) provides that the asses¬ 
sing officer may recover the tax by any one or more of the modes 
provided in this section where no certificate has been drawn up under 
section 222. 

Suli-scction (lA) provides similar powers to be exercised by the Tax 
Recovery Officer where a certificate has been drawn up under section 222- 
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Sub-clause (b) seeks to replace the words “Income-tax Officer” by 
the words “Assessing Officer or Tax Recovery Officer" in sub-sections 
(2 ), (3), (4) and (5) of this section in order to empower these authorities 
to exercise powers specified in these sub-sections. 

Clause 89 seeks to omit section 228 of the Income-tax Act relating 
to recovery of Indian tax in Pakistan and Pakistan tax in India, 

Clause 90 seeks to amend section 228A relating to recovery of tax 
in pursuance of agreements with foreign countries in consequence of 
amendment of section 222 of the Act. 

Clause 91 seeks to amjend sub-section (1) of section 230 of the 
Income-tax Act relating to Tax Clearance Certificates- 

Under the existing provisions, those persons who are not domiciled 
in India cr those among the Indian domiciles who, in the opinion of 
an income-tax authority, have no intention of returning to India, require 
tax clearance certificate. The amendment to sub-section (1) limits its 
scope by making it applicable only to such Indian domiciles who are 
leaving the country as an emigrant or for employment or other occupa¬ 
tion abroad, etc. 

Clause 92 seeks to amend sub-section (1) of section 230A relating 
to the issue of a certificate by the assessing officer for registration of 
transfer of immovable property. Hitherto, such a certificate was re¬ 
quired for properties valued at more than Rs. 50,000, The amended 
sub-section liberalises the provision and requires production of such a 
certificate for properties valued at Rs. 1 lakh or more. 

Clause 93 seeks to delete section 231 relating to the period for 
commencing recovery proceedings, as the provisions are no longer 
necessary. 

Clause 94 seeks to insert in Chapter XVI of the Income-tax Act a new 
Sub-chapter “F. Interest chargeable in certain cases”, setting out three new 
sections 2.34A, 234B and 234C. The new sub-chapter brings together these 
new sections dealing with mandatory charge of interest for specified 
defaults. The new section 234A provides for charge of interest for default.s- 
in furnishing return income. Accordingly, the existing provisions of 
sub-section (8) of section 139 have been omitted. Section 234B provides 
for charge of interest for defaults in payment of advance tax and section 
234C deals with charge of interest for deferment of an instalment of 
advance tax. The existing corresponding sections 215, 216 and 217 have 
been omitted. Also sections 140A(3), 271(1) (a) and 273 dealing with 
penalty in such cases a.re omitted. 

Sub-section (1) of new section 234A incorporates in principle the 
provisions of the existing clause (a) of sub-section (8) of section 139 of 
the Act by providing that where a return of income has been furnished 
after the dUe date or it has not been furnished at all, the assessee shall 
pay interest which will be computed in the manner specified in the sub¬ 
section, The existing rate of interest of 15 per cent, per annum of the tax 
determined (as reduced by any advance tax paid or tax deducted at 
source) has been increased to 2 per cent, for every month or part of the 
month of default. Sub-section (1) omits the existing proviso to clause 
(a) of sub-section (8) of section 139 and thereby abolishes any provision 
for reduction or waiver of the interest payable under this sub-section. 
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Explanation 1 clarifies that the “due date" for filing of a return of 
income is the date specified In sub-secticm (1) of section 139. Accordingly, 
the “specified date” mentioned in the existing Ex-planation 1 of sub¬ 
section (8) of section 139 has been abolished. 

Explanation 2 clarifies that for the purposes of computing interest 
under this section, additional income-tax payable under new section 158B 
shall not be included in the amount of tax on total income referred to 
in sub-section (1). 

Explanation 3 incorporates existing Explanation 2 to clause (a) of sub¬ 
section (8) of section 139 of the Act- 

Sub-section (2) provides for adjustment of any amount already paid 
towards interest by an assessee under section 140A of the Act. 

Sub-section (3) provides for charge and mode of computation of 
Interest where during the course of a reassessment proceeding the return 
of income is filed belatedly or no return is filed. The Explanation to this 
sub-section is analogous to Explanation 2 to sub-section (1). 

Sub-section (4) incorporates the existing provisions of clause (b) of 
sub-section (8) of section 139 of the Act providing for automatic revision 
of the amount of interest where the amount of tax is varied as a result 
of revision, appeal or rectification or settlement. 

Sub-section (5) provides that this section will apply to all assessments 
in respect of assessment years 1989-90 and onwards. 

Section 234B incorporates the existing provisions of section 215 and 
section 217 with the difference that the new provisions make the charg¬ 
ing of interest mandato,ry. The existing provisions provide for waiver or 
reduction of Interest under rules prescribed in this regard. The new 
section does not have any such provision. 

Sub-section (1) provides for the mode of computation of interest on 
any default in payment of advance tax under section 298 read with section 
210. Under the existing provisions, the interest is to be charged at the 
rate of 15' per cent, per annum. The new sub-section provides for charging 
of Interest at the rate of 2 per cent- for every month or for part of a 
month for the period starting from 1st of April of the following financial 
year to the date of regular assessment on an amount equal to the assessed 
tax as reduced by the amount of advance tax, if the advance tax paid 
fa'ls short of 90 per cent, of the assessed tax. 

Explanation 1 defines “assessed tax” with reference to which the 
interest under this section is to be computed. 

Explanation 2 clarifiles that for the purposes of this section, an assess¬ 
ment made for the first time under section 147 shall be deemed to be 
regular assessment. 

Explanation 3 excludes any additional income-tax payable under new 
section 158B from the amount with reference to which interest under 
this section is to be computed. 

Sub-section (2) provides for the mode of computation of interest wher^ 
an assessee paid any tax under section 140A before the date of regular 
assessment. 
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Sub-section (3) provides for charge and mode of computation of 
interest where in a re-assessment proceeding the total income determined 
exceeds total Income assessed in regular assessment. Eocplanation to this 
sub-section is analogous to Explanation 3 of sub-section (1). 

Sub-Eiection (4) is analogous to sub-section (4) of new section 234A. 

Sub-section (5) provides that this section shall apply to all assess¬ 
ments for the assessment year 1989-90 and onwards. 

£ ub-aectlon (1) of new section 234C provides for charge and mode of 
com mtation of interest where there has been deferment of instalments 
of advance tax. The sub-section is patterned on the existing provisions 
of seition 216. The rate of interest, however, has been increased from 15 
per cent, per annum to li per cent, per month. Explanation lio this section 
deflnis “tax due on the returned income” with reference to which 
interest is to be computed under sub-section (1). 

Snb-section (2) provides that this section shall apply to all assessments 
for the assessment year 1989-90 and onwards. 

Clause 95 amends section 240 of the Act relating to refund on appeal, 
etc,, by inserting a proviso to secure that where an assessment is set aside 
with the direction to make it afresh, any refund will become due only 
after the fresh assessment is made- The proviso also secures that where 
an assessment is annulled the tax on returned Income will not be refunded. 

Clause 96 seeks to insiert sub-section (3) in section 243 of the Act 
relating to Interest on delayed refunds. The sub-section provides that the 
sectioA will not apply to any assessment for the assessment year 
1989-9) and onwards. This is consequential to the Insertion of new section 
244A. 

Clause 97 seeks to insert sub-section (3) in section 244 of the Act 
relating to Interest on refunds where no claim is needed. The new sub¬ 
section provides that the section will not apply to any assessment for the 
assessment year 1989-90 and onwards. This is consequential to the inser¬ 
tion of new section 244A. 

Clause 98 seeks to insert a new section 244A in the Act providing for 
payment of interest on refusds. Under the existing provisions of sections 
243 and 244, interest is payable where refund is not granted within 3 
months of the end of the month in which the assessment or, as the case 
may be, claim for refund is made. Further, interest is also payable 
where any refund arises due to any excess payment of tax or penalty. 
The new provisions abolish any need for making claim for refund and 
specify that interest shall be payable on refund of tax or penalty for the 
periods specified in the section. The rate of Interest has been also in¬ 
creased from the existing rate of 15 per cent, per annum to 14 per cent, 
for every month or a part of a month of the delay in the grant of refund. 

Clause (a) of sub-section (1) provides that where the refund is of 
any advance tax or tax deducted at source, the interest shall be payable 
for the period starting from the first day of assessment year to the date 
of the grant of refund. No interest shall, however, be payable if the 
excess payment is less than 10 per cent, of the tax determined on regular 
assessment. 
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Clause (b) of sub-section (1) provides that where refund is of tax 
other than advance tax or tax deducted at source, the interest shall be 
paid for the period starting from the date of payment of such tax, or 
penalty up to the date on which the refund is granted. It is also clarified 
by way of an explanation that “date of payment of tax or penalty’’ means 
the date on and from which the amount of tax or penalty specified in 
the notice of demand is paid in excess of such demand. 

Sub-section (2) is analogous to the existing provisions of Explanation 
to sub-section (1) and sub-section (2) of section 243. The new sub-section 
secures that for the purpose of computing the period of delay under sub¬ 
section (1) any delay in proceeding.s (including assessment proceedings) 
attributable to the assessoe shall be excluded. 

Sub-section (3) provides for automatic revision of interest on refund 
where the refund has been increased or reduced on re-assessment, appeal, 
revision, rectification or by an order of the Settlement Commission under 
sub-section (4) of section 245D. 

Sub-section (4) provides that the new section shall apply to the assess¬ 
ment year 1983-90 and onwards. 

Clause 99 seeks to amend sub-heading “A’’ of Chapter XX and to sub¬ 
stitute the existing section 24fi of the, Act relating to appealable orders by 
two new sections 24G and 246A. 

The sub-heading, “A—appeals to the Appellate Assistant Commissioner 
and Commissioner (Appeals)’’ is changed to “Appeals or applications to 
the Deputy Commissioner (Appeals) and Commissioner (Appeals)”. This 
is consequent upon change of designation of the Appellate Assistant Com¬ 
missioner to Deputy Commissioner (Appeals) and insertion of a new 
Section 246A empowering the a.ssessee to appeal against the disputed 
income or deduction included by him in the return of income by way of 
an application before the Deputy Commissioner (Appeals) or Commis¬ 
sioner (Appeals). 

The existing sub-section (1) of section 246. consisting of clauses (.a) 
1o (o), specifies orders against which the assessee may appeal to the 
Appellate Assistant Commissioner. Tha new sub-section (D, consisting 
of clauses (a) to (1) specifies the orders of an assessing officer (other 
than a Deputy Commissioner) against which as assessee may appeal to 
the Deputy Commissioner (Appeals). 

Some of these clauses correspond to the existing clauses of sub¬ 
section (1) of section 246. Some clauses have been omitted. Some new 
appeals have also been provided under the new clauses. Details are given 
below: 


Nitw clauses 


Corresponding old clause.s 


fat 

(c) 

(b) 

fol 

(C) 

ff) 

av 

Ik) 
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New clauses 

corrcipondin.; old clauses 

(0) 


(b) 

(0 


(i) 

(g) 


(j) 

(h) 


(k) 

<i) 


(1) 

0) 


(m) 

(k) 


(n) 

G)(i) 


(o)(la) 

OKU) 


(o)(id), (ilia) 

Clauses which have 

been omitted 


Old clause 


Reason 

(b) 


Omission of sub-section (2) of section 
131. 

(d) 


Omission of section 146. 

(o)(i) and (ii) 


Omission of levy of penalty in section 
140A and omission of section 270. 

(o)(iv) 


Omission of sertion 272. 


In addition to the above, sub-clause (ii) of clause (1) provides appeal 
against orders under section 27 IB (for which there was no appeal earlier) 
and newly inserted sections 271C, 271D and 27IE and also the substituted 
section 272A. 

Sub-clause (iii) of clause (1) incorporates the appeals against the orders 
under sections 271 (1), 272, 272B and 273. These appeals have been allow¬ 
ed only in respect of any assessment for assessment year 1988-89 or ear¬ 
lier in consequence of barring the applicability of these sections after 
assessment year 1988-89- 

The existing sub-section (2) of this section, consisting of clause (a) 
to (i) specifies the orders against which the assessee may appeal to the 
Commissioner (Appeals). The new sub-section (2) also specifies the appel- 
lable orders to the Commissioner (Appeals), but consists of clauses (a) to 
(h). Some of the existing clauses have been omitted. The new clauses 
and corresponding old clauses are given below:— 

New Clauses Corresponding old Clauses 


(a) 

(b) 

(b) 

(a) 

(c) 

(d) 

(d) 

(ff) 

(e) 

(g) 

(f) 

(gg) 

(g) 

(h) 

(h) 

(i) 
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Sub-sectiona (3) and (4) of the existing Section, which relate to pen¬ 
ding appeals before the appointed date, have become redimdant and, there¬ 
fore, do not find a place in tlie new section. However,, sub-section (5) of 
the existing section, which empowers the Board to transfer any pending 
appeals from the Appellate Assistant Commissioner to the Commissioner 
(Appeals) under certain circumstances, has been amplified to empower 
the Board to authorise certain income tax authorities to transfer cases, and 
included as sub-ection (3). 

An Explanation at the end of the new section defines the terms “Ap¬ 
pointed day” and “status” for the purposes of the section. 

The newly inserted section 246A is regarding the application by th» 
assessee before the Deputy Commissioner (Appeals) or Commissioner (Ap¬ 
peals) In certain cases. 

This section provides that in the case of a disputed income or deduc¬ 
tion to be included by the assessee in a return of income under section 
139 or under sub-section (1) of section 142, shall make an application 
before the authorities mentioned above, within 30 days of furnishing the 
return provided he shall include in such return the disputed income and 
shall not claim the disputed deduction and also shall pay 30 per cent of 
the tax due on the disputed income and in respect of the amount of dis¬ 
puted deduction. This section further provides that the Deputy Com¬ 
missioner (Appeals) Or Commissioner (Appeals), as the case may be, may 
decide the question raised in the application and pass the necessary 
orders after either conducting the enquiry himself or asking the 
assessing officer to conduct the enquiry and furnish the report thereon. 
Lastly, this section provides that the provisions relating to filing of appeal 
under this Act shall apply to the making of an application under this 
section as if such application were an appeal. 

Clause IDO seeks to omit section 247 of the Act dealing with appeal by 
partners consequent upon change in procedure for assessment of firm and 

partners. 

Clause 101 seeks to substitute a new section for the existing section 
267 of the Act in order to provide that where as a result of an appeal 
under section 246 or section 253, any change is made in the assessment of 
a body of individuals or an association of persons or a new assessment of 
a body of individuals or an association of persons is ordered to be made, the 
Commissioner (Appeals) or the Appellate Tribunal, as the case may be, 
shall pass an order authorising the assessing officer either to amend the 
asaesament made on any member of the body or association or make a 
fresh assessment on any member of the body or association. 

Clause 102 seeks to amend section 268 of the Income-tax Act relating 
to oxclurlon of time taken for obtaining copy In computing the period 
of limitation for appeal. 

Clause 103 seeks to amend section 269SS of the Income-tax Act relating 
to the mode of taking or accepting certain loans and deposits. 

Sub-clause (a) seeks to Increase the monetary limit for application of 
this **»cVon from the existing sum of Rs. 10,000 to Rs. 20,000. 
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Sub-clause (b) seeks to insert the second proviso to save those cases 
from the operation of the section where both the persons involved in the 
transaction derive income only from agriculture or neither of them has 
any income chargeable to tax under the Act. 

Clause 104 seeks to amend section 269T of the Income-tax Act speci¬ 
fying the mode o| repayment of certain deposits. 

Sub-clause (a) seeks to amend sub-section (2). The existing provi¬ 
sions apply to companies (including the banking companies), co-opera¬ 
tive societies and firms only. The amendment expands the scope of the 
section by covering all persons. Sub-clause (a) also seeks to increase the 
monetary limit for application of the section from the existing sum of 
Rs. 10.000 to Rs. 20,000. 

Sub-clause (b) seeks to amend clause (ii) of the existing Explana¬ 
tion, The amended clause (ii) of the Explanation expands the definition 
of the word “deposit” by includin.g^ in the case of any person other than a 
company, deposit of any nature. 

Clause 105 seeks to omit section 270 of the Income-tax Act relating to 
Imposilion of penalty on failure to furnish information regarding securi¬ 
ties, etc. These provisions have now been incorporated in the new section 
272A of the Act. 

Clause 106 seeks to insert a new section 271 of the Act. Under the 
existing provisions, penalty is leviable for (i) failure to furnish return as 
required by the existing clause (a) of sub-section (1); (ii) failure to com¬ 
ply with notices as specified by the existing clause (b) of suh.section (1): 
and (iii) concealment of income, etc., under the existing clause (c) of sub¬ 
section (1). The new section omits penalty for failure to furnish return 
and for concealment of income, etc., as these defaults will attract automa¬ 
tic charge of interest and levy of additional tax under new sections 234A 
and 158B, respectively. 

The new section incorporates the provisions of the existing clause (b) 
of sub-section (1) of section 271 to enable the assessing officer to impose 
penalty where he is satisfied that the assessee has failed to comply with 
notices under section 142 and section 143 of the Act. Under the existing 
provisiors, penalty is computed with reference to the amount of tax 
which would have been avoided, whereas new provisions provide for 
minimum penalty of one thousand rupees which may extend to the maxi¬ 
mum amount of twenty-five thousand rupees for each such failure. 

The existing sub-section (2), dealing with penalty leviable on a regis¬ 
tered firm by treating it as unregistered firm and also the existing sub¬ 
section (4), levying penalty on a partner who imder-states his share in a 
firm, are omitted as these have become infructuous imder new scheme 
for taxation of firms. 

The existing sub-section (3) has been omitted in consequence of omis¬ 
sion of the existing clause (a) of sub-section (1). 

Clause 107 seeks to amend section 271A of the Income-tax Act rela- 
1-1 og to penalty for failure to maintain or retain books of account, etc., as 
required by section 44AA of the Act. Under the existing provisions, the 
penalty ia computed with reference to tax which would have been avoi¬ 
ded if the returned income had been accei ted. The new provisions provide 
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for a minimum penalty of JRs. 2,000 extending up to a maximum of 
Ks, one lakh, 

Claiise 108 seeks to insert new sections 271C, 271D and 271E in the 
Act. 


New section 271C provides for imposition of penalty on any person 
who f£iils to deduct tax at source in contravention of the provisions of 
Chapter XVHB of the Act. The penalty is of a sum equal to the 
amount of tax which should have been deducted at source. The existing 
provisions do not provide for any penalty in such cases. The penalty 
under the new provisions is in substitution of provisions of prosecution 
for such defaults as provided in the existing section 27GB and will be in 
addition to the charge of interest under section 201 of the Act. 

New section 271D provides for levy of penalty where any person 
takes any loan or deposit in contravention of the provisions of section 
269SS. The amount of penalty is of a fixed sum equal to the amovmt of 
loan or deposit so taken. The new provisions are in substitution of the 
provisions for prosecution as provided in the existing section 276DD. 

New section 271E provides for imposition of penalty on a person re¬ 
paying any deposit in contravention of the provisions of section 269T. 
The penalty is of a sum equal to the amount of the deposit so repaid. 
The provisions of the new section are in substitution of the provisions 
for prosecution as provided in the existing section 276E. 

Clause 109 seeks to omit section 272 of the Income-tax Act relating 
to penalty for failure by any person to give notice of discontinuance of 
his business or profession. The section has become Infructuous as these 
provisions have been incorporated in clause (b) of sub-section (2) of sec¬ 
tion 272A. 

Clause 110 seeks to substitute a new section for section 272A of the 
Income-tax Act relating to penalty for failure to answer questions, sign 
statements, allow inspections, etc. 

New sub-section (1) secures minimum penalty of five hundred 
rupees extending up to the maximum of ten thousand rupees for each of 
the default or failure enumerated in clauses (a), (b), (c) and (d) of the 
sub.section. The existing provisions do not specify minimum penalty and 
the maximum is limited to one thousand rupees. 

Clause (a) of the sub-section, dealing with refusal to answer any 
question before the income-tax authority, incorporates the provisions 
the existing clause (a). 

Clause (b) of the sub-section, dealing with refusal to sign statement, 
incorporates the provisions of the existing clause (b). 

Clause (c) of the sub-section, dealing with non-comphance of sum¬ 
mons Issued under sub-section (1) of section 131, incorporates the existing 
provisions of sub-section (2) of section 131. 

Clause (d) of the sub-sectJon incorporates the substance of the exist¬ 
ing section 272B, whereby any person who falls to apply for allotmenl of 
permanent account number under section 139A shall be liable to pay 
penalty. 
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Sub-section (2) brings together at one place various existing pro¬ 
visions dealing with the defaults now enumerated in clauses (a) to (h) 
of the sub-section. Whereas the existing sections provide for different 
inodes of computation of penalty for different defaults, the new sub-sec¬ 
tion according uniform treatment by providing for a minimum penalty 
of one hundred rupees extending to the maximum of two hundred rupees 
for every day of any of the specified defaults. 

Clause (a) of the sub-section, dealing with failure to furnish informa¬ 
tion regarding securities, etc., incorporates the provisions of existing sec¬ 
tion 270. 

Clause (b) of the sub-section, dealing with failure to give notice of 
discontinuance of business or profession, incorporates the provisions of 
existing section 272. 

Clause (c) of the sub-section, dealing with failure to furnish certain 
returns and statements, incorporates the provisions of clause (a) of sub¬ 
section (2) of the existing section 272A. 

Clause (d) of the sub-section, dealing with failure to allow inspec¬ 
tion of registers, etc., incorporates the provisions of clause (b) of sub-sec¬ 
tion (2) of the existing section 272A. 

Clause (e) of the sub-section, dealing with failure of a representative 
assessee in respect of the income of a charitable trust, etc., to furnish 
return of income, incorporates the provisions of sub-clause (a) of clause 
(i) of sub-section (1) of the existing section 271. 

Clause (f) of the sub-section, dealing with failure to deliver to the 
Commissioner copy of the declaration furnished by the payee under section 
197A, incorporates the provisions of clause (ba) of sub-section (2) of the 
existing section 272A. 

Clause (g) of the sub-section, dealing with failure to furnish certifi¬ 
cate for tax deducted at source as required by section 203, incorporates 
the provisions of clause (c) of sub-section (2) of the existing section 272A. 

Clause (h) of the sub-section, dealing with failure to deduct tax 
from salary in accordance with the order of the Income-tax Officer under 
sub-section (2) of section 226, incorporates the provisions of clause (d) 
of sub-section (2) of the existing section 272A. 

Sub-section (3) specifies that for the default committed under sub¬ 
sections (1) and (2) of the section, the penalty can be imposed by an in¬ 
come-tax authority not lower in rank than a Deputy Director or a 
Deputy Commissioner. 

Sub-section (4) Incorporates the existing provisions granting hearing 
before any penalty is imposed under this section. 

The Explanation is consequential to the amendment of section 131 
of the Income-tax Act enabling the Director General, etc., to exercise the 
powers under that section. 

Clause 111 seeks to omit section 272B of the Act relating 
to penalty for failure to apply for allotment of permanent account num¬ 
ber in consequence of Its Incorporation in clause (d) of sub-section (1) of 
section 272A. 
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Clause 112 seeks to amend section 273 of the Act relatintf 
to penalty for furnishing false estimate of, or failure to pay advance tax. 
by inserting a new sub-section (3). The new sub-section bars applicability 
of the existing section to.30y assessment for the assessipent year 1989-90 
and onwards. This is consequential to the insertion of new section 234B 
providing for levy of interest on non-payment of advance tax. 

Clause 113 seeks to amend section 273A of the Act relating to power 
of the Commissioner to reduce or waive penalty, etc., in certain 
Cases. The new sub-section (6) secures that this section shall not apply in 
respect of assessment year 1989-90 and onwards. This is consequential to 
the antendment of sections 139, 215, 217, 271, 273. 

Clause 114 seeks to amend section 273B of the Act which 
provides that certain penalties will not be imposed on proof by the asses- 
see regarding the existence of reasonable cause for the defaults. The 
amendment is consequential to the omission, substitution or insertion of 
certain sections in Chapter XXI, 

Clause 115 seeks to amend section 274 of the Act relating 
to procedure for imposing penalty under Chapter XXI of the Income-tax 
Act. 

Sub-clause (a) seeks to insert a new sub-section (2) to secure that 
where the Ircom.e-tax Officer or the Assistant Commissioner imposes pen¬ 
alty exceeding rupees ten thousand or twenty thousand, respectively, he 
must obtain the previous approval of the Deputy Commissioner. 

Sub-clause (b) seeks to substitute a new sub-section (3) to secure 
that an income-tax authority, Unless he is himself the assessing officer, 
will send a copy of the penalty order to the assessing officer. The new 
sub-section incorporates the existing provisions with changes necessitated 
by the substitution of ‘‘Asaesstpg Officer” for “Income-tax Officer” 

Clause 116 seeks to amend section 275 of the Act relating to limitation 
on passing order imposing penalty. 

, Under the existing provisions, any order imposing penalty under 
Chapter XXI must be passed within two years from the end of the financial 
year in which the assessment order was passed or within six months from 
the end of the month in which the order of appellate authority is received 
by tbe Commissioner, whichever period expires later. 

Clause (a) restricts the limitation period by providing that the order 
Imposing penalty must be passed before the expiry of the financial year 
in which the proceedings, which gave rise to penalty proceedings, are 
completed; or within si:x months from the end of the month in which the 
order of the first appellate authority is received by the Chief Commis¬ 
sioner or Commissioner, whichever period expires later. 

Clause (b) extends the limitation specified in clause (a) where the 
assessment order, etc., fs tbe subject matter of revision by the Chief Com¬ 
missioner or Commissioner under section 263, In such a case, the limita¬ 
tion iqn passing penalty order is extended by six months from the end of 
the month In which the order Is passed. 
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Clause (c) incorporates the provisions of the existing clause (b) ■ 
However, the limitation for passing penalty order where no appeal is 
filed is reduced from two years from the end of the financial year to the 
end of the financial year Itself In which assessment order etc. is passed 
or six months from the end of the month in which penalty proceedings 
were initiated, whichever is, later. 

Clause 117 seeks to insert a new section 276 which makes fraudulent 
removal and transfer, etc., of property by any person to thwart tax recover 
ry a punishable offence. The punishment specified is rigorous imprison¬ 
ment extending to two years in addition to fine. . 

Clause 118 seeks to substitute a new section for section 27GB relating 
to prosecution for the offence of failure to deduct or pay tax under sub¬ 
section (9) of section 80E or Chapter XVII-B of the Income-tax Act, 

Under the existing provi.sions, the failure to deduct tax at source and 
also the failure to deposit tax so deducted is a punishable offence. The 
amended provisions exclude the failure to deduct tax under section 80E 
or Chapter XVII-B from the purview of the section as section 80E is pro¬ 
posed to bo emitted and the failure to deduct tax under Chapter XVH-B 
is punishable under the new section 271C, The section 276B, now, will 
cover only cases where tax deducted under the provisions of Chapter 
XVII-B is rict paid to the credit of the Central Government- The 
punishment for the offence has been made uniform by specifying 
rigorous imprisonment for at least three months extending to seven 
years and with fine. Accordingly, the existing provisions, which provide 
for different terms of imprisonment for the two categories of offenders 
depending on whether or not the tax Involved is above one hundred 
thousand rupees, are omitted. 

Clause 119 seeks to omit section 276DD and section 276E telating to 
contravention of th,e provisions of section 269SS and section 269T, res¬ 
pectively. Such contraventions will attract imposition of penalty as pro¬ 
vided in section 272A. 

Clause 120 seeks to amend section 278AA of the Act pro¬ 
viding that where a reasonable cause for the failure Is proved, punish¬ 
ment need not be imposed for specified offences. This amendment Is con¬ 
sequential to the omission of section 276DD and section 270E. 

Clause 121 seeks to insert a new section 293B of tlie Act 
to enable the Central Government or the Board to condone delay where 
their approval could not be obtained within a specified time- 

Clause 122 seeks to substitute a new section for Section 296 of the Act 
relating to placing of rules, etc., before Parliament. The anieridment is con¬ 
sequential to the omission of sub-clause (Iv) of clause (23C) of section 10. 

Clause 123 seeks to amend section, 298 of the Act relating to powers of 
the Central Government to remove difficulties, by adding two ndw sub-sec¬ 
tions (3) and (4) to the section. 

The new sub-section (3) etnpewers the.Central Grovefn^ent to remove 
any difficulties, that may arise in giving effect to the provisions of the Act, 
as amended by the Direct Tax Laws (Amendment) Act, 1087 by order. 
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which shall not be inconsistent with such provisions and which shall be 
passed before the 1st day of April 1991. 

The new sub-section (4) requires every order passed under sub-section 
(3) to be laid before each House of Parliament- 

Clause 124 seeks to amend the Second Schedule to the Income-tax 
Act dealing with the procedure for recovery of tax. The existing require¬ 
ment of issue of Tax Recovery Certificates by the Income-tax Officer to 
the Tax Recovery Officer has been replaced by the requirement of draw¬ 
ing a “statement of arrears” by the Tax Recovery Officer for proceeding 
with the recovery of dues from the assessees. The Tax Recovery Officer 
will himself be able to exercise the functions which were hitherto per¬ 
formed by the Income-tax Officer only in the process of recovery. 

Sub-clause (1) seeks to substitute In the heading of the Second Sche¬ 
dule, for the words and figures “see section 222”, the words and figures 
“see sections 222 and 276” consequent upon the insertion of a new section 
276 in the Income-tax Act to provide penalties for fraudulent removal, 
concealment, transfer or delivery of property to thwart the recovery pro¬ 
ceedings hitherto provided in rule 89 of the Schedule which stands 
omitted. 

Sub-clause (2) seeks to define the term “certificate” in clause (a) of 
rule I so as to mean as the certificate drawn up by the Tax Recovery Offi¬ 
cer under section 222 in respect of any assessee referred to in that section. 
However, this definition will not apply to this term appearing in rules 7, 
44, 65 and sub-rule (2) of rule 66. 

Sub-clause (3) seeks to amend rule 2 to substitute reference to “certi¬ 
ficate received” by the certificate drawn up. 

Sub-clause (4) seeks to substitute a new rule 8 in place of the existing 
rule relating to disposal of proceeds of execution. 

Sub-rule (1) of this rule provides the following order in which the 
proceeds of assets realised by sale or otherwise in execution of a certifi¬ 
cate shall be appropriated: — 

(a) the amount due under the certificate and the cost incurred 

in the course of such execution: 

(b) any other amount recoverable from the assessee under this 

Act. 

The balance after the adjustment under clauses (a) and (b) is to be re¬ 
funded to the defaulters. This is the present order also. Only the pro¬ 
cedure is simplified. 

Sub-rula (2) of this rule provides that if the defaulter disputes any 
adjustment under clause (b) of sub-rule (1), the Tax Recovery Officer 
shall determine the disputes as at present. 

Smb-clauses (5) (1), (6) (9), (10) and (22) seek to substitute the words 
“Income-tax Officer” by the words “Tax Recovery Officer” wherever 
they appear in the rules 9, 14, 27, 31 (proviso) and 90 respectively conse¬ 
quent to the Income-tax Officers ceasing to exercise functions m respect 
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^recovery alter the statement ol arrears is drawn by the Tax Recovery 
Uincer, Clause 5(u) makes other consequential amendments in rule 9. 

Sub-clause (7) seeks to substitute new rule 19A in place of the exist¬ 
ing one relating to entrustment of certain functions by the Tax Recovery 
Officer. The substituted rule provides that a Tax Recovery Officer may 
with the previous approval of Deputy Commissioner, entrust any of his 
functions as Tax Recovery Officer to any other officer lower than him in 
rank not below lire rank of an Inspector of Income-tax. It also provides 
that such officer shall be deemed to be a “Tax Recovery Officer" In relation 
to functions so entrusted to him. References to officers of the State Gov¬ 
ernments have been deleted. 

Sub-clause (8) seeks to amend sub-rule (1) of rule 25 providing for 
management of agricultural produce under attachment to provide that 
instead of reejuiring the Income-tax Officer to defray the cost of arrange¬ 
ments, the Tax Recovery Officer shall have power to defray such cost. 

Sub-clause (11) seeks to amend rule 47 dealing with payment of currency 
notes or coins attached to provide that instead of making payment of such 
coins and currency notes to the Income-tax Officer, the Tax Recovery 
Officer shall credit the same to the Central Government. 

Sub-clause (12) seeks to insert a new sub-rule (3) in rule 59 prbviding 
that where the Income-tax Officer referred to in sub-rule (1) is declared 
to be the purchaser at any subsequent sale, he shall not have to deposit 
25 per cent of the amount of purchase money to the officer conducting 
the sale as provided under rule 57 of the Schedule. It also provides that 
the amount of the purchase price shall be adjusted towards the amount 
specified in the certificate. 

Sub-clause (13) seeks to amend rule 60 dealing with setting aside the 
sale of immovable property on deposit of dues by omitting the requirement 
of making payment of such deposit to the Income-tax Officer. 

Sub-clause (14) seeks to substitute in rule 61 the words “Income-tax 
Officer” by the words “such Income-tax Officer as may be authorised by 
the Chief Commissioner or Commissioner in this behalf," to enable any 
authorised Income-tax Officer to apply for setting aside the sale of im¬ 
movable property. 

Sub-clause (15) seeks to amend rule 73 by omitting the requirement of 
receipt of certificate in the office of the Tax Recovery Officer in clauses 
(a) and (b) of sub-section (1) and suRstituting, instead, drawing nn of 
the certificate by the Tax Recovery Officer- 

Sub-clause (16) seeks to amend rule 74 for omitting the requirement of 
hearing the Income-tax Officer beffire giving the defaulter an opportunity 
of showing cause why he should not be committed to civil prison. The 
amendment is consequential to the scheme under which the Tax Recovery 
Officer will act on his own under the exclusive jurisdiction vested in him. 

Sub-clause (17) seeks to amend rule 77 consequent to the omission 
of the provisions dealing with issue of certificate (see amendment to 
section 222) and to the amendment in recovery procedure whereby Tax 
Recovery Officer will be taking action on his own under the recovery 

jurisdiction vested In him. 
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tiub-clause seeks to substitute the words “Tax Recovery Commis¬ 
sioner” in rules 82, 83 and 87 by the words “Chief Commissioner or Com¬ 
missioner” consequent upon the omission of the definition of “Tax Re¬ 
covery Commissioner” in clause (43B) of section 2 of the Income-tax Act. 

Sub-clause (19) seeks to amend rule 85 consequent to the omission of 
the requirement of issue of certificates by the Income-tax Officer (see 
amendment to section 222). 

Sub-clause (20) seeks to substitute sub-rules (1) and (4) of rule 86 
dealing with appeals against the order passed by the Tax Recovery 
Officer. The substituted sub-rule (1) providjes that an appeal from any 
original order passed by the Tax Recovery Officer under this Schedule, 
not being an order which is conclusive, shall lie to the Chief Commis¬ 
sioner or Commissioner. 

The substituted sub-rule (4) provides that notwithstanding anytliing 
contained In sub-rule (1), where a Chief Commissioner or Commissioner 
is authorised to exercise powers as such in respect of any area, then, all 
appeals against the order passed before the date of such authorisation by 
any Tax Recovery Officer authorised to exercise power as such in respect 
of that area, or an area which is included in that area, shall lie to such 
Chief Commissioner or Commissioner. 

The above amendments are consequent upon amendment in the re¬ 
covery procedure and omission of definition of “Tax Recovery Commis¬ 
sioner” in clause (43B) of section 2 of the Income-tax Act. 

This rule further enables the Board to remove difficulties by issue of 
general or special orders provided such orders do not affect the substan¬ 
ce of any rule. 

Sub-clause (21) seeks to omit rule SQ providing for penalties for re¬ 
moval, concealment, transfer or delivery of property to thwart recovery, 
consequent upon the provision in this regard being made in a new sec¬ 
tion 276 in the Income-tax Act. 

Sub-clause (23) seeks to substitute the words “Tax Recovery Com-- 
missloners” in rule 92 in two places where they occur by the words 
“Chief Commissioners, Commissioners” consequent upon the omission of 
the definition of “Tax Recovery Commissioner” in clause (4331 of section 
2 of the Income-tax Act. 

Sub-clause (24) seeks to insert a new rule 94 to provide for continu¬ 
ance of all pending recovery proceedings under this Schedule before com¬ 
ing into force of the amendment to this Schedule by the Direct Tax Laws 
(Amendment) Act from the stage they had reached. It also provides lhat 
every certificate issued by the Income-tax Officer under section 222 before 
such amendment shall be deemed to be a certificate drawn up by the 
Tax Recovery Officer under that section after such amendment. It em¬ 
powers the Board to issue general or special orders in case of difficulty 
regarding the continuity of the pending recovery proceeding. 

Clause 125 seeks to insert Tenth Schedule to the Act provide special 
provisions applicable in cases where the previous year in relation to the 
ass** anient year commencing on the 1st day of April, 1989 (called as the 
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transitional previous year), referred to in sub-section (2) of section 3, 
exceeds a period of twelve months. 

Rule 1 of thje Schedule provides the definition of the term, “transr 
lional previous year” to mean the previous year for the assessment year 
commencing on the 1st day of April, 1988, which will be determined in 
accordance with sub-section (2) of section 3, 

Rule 2 provides that where the transitional previous year is longer than 
twelve months, the provisions of this Act and the Finance Act of the 
relevant year shall apply sub,iect to the modifications specified in rules 3, 
4. 5 and 6 of the Schedule. 

Rule 3 provides that the monetary limits mentioned in various sections 
of the Act, which are enumerated in a Table given in the rule, will be 
proportionately increased during the extended transitional previous year. 

A proviso to the rule provides that for the purposes of this rule and 
rules 5 and 6, where the transitional previous year consists of a part ot 
a month, then If such part is fifteen days or more, it shall be increased 
to one complete month, and if such part is less than fifteen days, it shall 
be ignored. 

Rule 4 provides that where the transitional previous year consists of a 
period of eighteen months or more, then the number of days specified m 
sub-section (1) of section 6 for determining the residential status of an 
individual, namely 182 days and &0 days shall be Increased to 273 days 
and 135 days, respectively. 

Rule 5 provides that where in a transitional previous year assessee’s 
Income under the head, “Profits and gains of business or profession” is 
included in the total income for a period of thirteen months or more, the 
depreciation allowance under clause (li) of sub-section (1) of section 32 
will be proportionately increased. 

Rule 6 provides that tax will be payable on the total income of the 
transitional previous year at the average rate of tax applicable ti-) the 
proportionate income of twelve months. 

Rule 7 empowers the Board, where the transitional previous year is 
longer than twelve months, to remove genuine hardship, by general or 
special order, by granting appropriate relief in any case or class of 
cases. 

Clause 126 seeks to make certain amendments of a consequential 
nature in different provisions of the Act. 

Amandmants to the Woalth-tax Act, 1957 

Clause 127 seeks to substitute or introduce new authorities in. the Act 
consequent upon either the redesignation of these authorities or the in¬ 
clusion of new authority in section 116 of the Income-tax Act, so as to 
have one common nomenclature for the authorities under all the thrtee 
Acts (viz. Income-tax; Act, Wealth-tax Act and Gift-tax Act). This clause 
will be effective from 1-4-1988, 

Clause 128 seeks to amend section 2 of the Wealth-tax Act containing 
the definition of various terms by deleting, inserting or amending certain 
-definitions- 
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Sub-clause (i) seeks to omit clause (a) consequent upon the redesig¬ 
nation of “Appellate Assistant Commissioner’* as an authority. 

Sub-clause (ii), by inserting clause (ca), seeiis to define “Assessing 
Officer” on the same lines as in clause (7A) of section 2 of the Income-tax 
Act. The existing clause (ca) has been relettered as clause (cb). 

Sub-clause (hi) seeks to omit the following definitions consequent 
upon insertion of new section 8 of the Wealth-tax Act which provides for 
wealth-tax authorities as specified in section 116 of the Income-tax Act: 

(1) “Commissioner” [clause (g)]; 

(ii) “Commissioner (Appeals)” [clause (gg)]; 

(ili) “Director of Inspection” [clause (hb)]; 

(iv) “Income-tax Officer” [clause (k)]; 

(v) “Inspecting Assistant Commissioner of Wealth-tax’’ [clause 

( 1 )]; 

tvi) “Inspector of Wealth-tax" [clause (la)]. 

Sub-clause (iv) seeks to substitute the existing clause (h) by a new 
clause in order to define the word “company” so as to have the meaning 
assigned to it in clause (17) of section 2 of the Income-tax Act. 

Sub-clause (v) seeks to insert new clause (Ic) to define the term 
“maximum marginal rate”. 

Sub-clause (vi) seeks to omit clause (i) of the proviso to clause (q) 
consequent upon the amendment of section 3 of the Income-tax Act by 
which financial year has been taken as the uniform previous year for all 
the assessees for different sources of income. 

Sub-clause (vii) seeks to substitute the existing clause (s) by a new 
clause the expressions “Chief Commissioner”, “Director General”, “Com- 
missionet’’, “Commissioner (Appeals)’’, “Director”, “Deputy Commis¬ 
sioner,’' “Deputy Commissioner (Appeals)”, “As.sistant Commissioner”, 
“Income-tax Officer”, “Inspector of Income-tax” and “Tax Recovery 
Officer” under this Act shall have the .same meaning respectively assigned 
to them under section 2 of the Income-tax Act. 

Clause 129 seeks to amend section 3 of the Act relating to charge of 
wealth-tax consequent upon the levy of additional wealth-tax in certain 
cases in Chapter IVB. 

Clause 130 seeks to amend section 5 of the Act dealing with exemp¬ 
tions in respect of certain assets. 

Sub-clause (i) seeks to provide exemption in respect of units of a 
Mutual Fund specified under clause (23D) of section Id of the Income- 
tax Act. 

Sub-clause (ii) seeks to amend sub-section; (LA), to make amend¬ 
ments of a consequential nature. 
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Clause 131 seeks to substitute sections 8, 9, 10 and 11 in place of 
existing ones as under;— 

(i) section 8 relating to wealth-tax authorities and their juris¬ 
diction; 

(ii) section 9 relating to control of wealth-tax authorities; 

(iii) section 10 relating to instructions to subordinate autho¬ 
rities; and 

(iv) section 11 relating to jurisdiction of Assessing Officers and 
power to transfer cases. 

(a) the provisions of new sections 8, 9 and 10 have been 
inserted so as to bring them on the same lines as sections 116. 
118, 119 and 120 of the Income-tax Act. 

(b) the new section 11 makes applicable the provisions of 
sections 124 and 127 of the Income-tax Act to the Wealth-tax 
Act, These are, however, subject to following: — 

(i) references to provisions of Income-tax Act in sub¬ 
section (3) of section 124 to be construed as references to 
corresponding provisions of Wealth-tax Act; 

(ii) sub-section (5) of section 124 not to apply to 
Wealth-tax Act; 

(iii) in Explanation below sub-section (5) of section 
127 references to proceedings under the Income-tax Act to bp 
construed as including references to proceedings under the 
Wealth-tax Act. 

Clause 132 seeks to delete sections 8A, BAA, 8B, 9A, lOA, llA, 

llAA, IIB, 12 and 13 of the Act dealing with jurisdiction, control and 
instructions to subordinate authorities as the provisions of these sections 
have been incorporated in the new sections 8, 9, 10 and 11 of the Act, 

Clause 133 seeks to amend section 14 of the Act relating to return 
of wealth. 

1. sub-clause (a) seeks to substitute sub-sections (1) and (2) of 
the section as under: — 

(i) the provision of sub-section (1) relating to filing of 
Wealth-tax Return have been brought on the lines of sub-section (1) 
of section 139 of the Income-tax Act relating to filing of Income-tax 
Returns. 

Explanation to sub-section (1) provides that due date of filing 
the Wealth-tax Return will he the same as in the case of filing of 
Income-tax Returns. 

(ii) sub-section (2) provides that return showing net wealth 
less than the maximum amount not chargeable to tax shall be 
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treated ab never to have been furnished unless the same Is Oled 
in response to a notice under section 17 of the Act. 

2. sub-clause (b) seeks to delete sub-section (3) of the section relat¬ 
ing to discretion of Wealth-tax Officer to extend the date for the 
delivery of the return under this section. 

Clause 134 seeks to substitute a new section for section 15 relating 
to furnisning of return after due date and amendment of the return. 

The provisions of this section have been brought on the lines of sub¬ 
section (4) of section 139 of the Income-tax Act, 

Proviso to this section, however^ provides that— 

(a) for assessments pertaining to assessment year 1987-88 or 
earlier years, the return or revised return can be filed by 31-3-1990 
or before the completion of assessment, whichever is earlier; 

(b) for assessments pertaining to assessment year 1988-89, the 
return or revised return can be filed by 31-3-1991 or before the 
completion of assessmjent, whichever is earlier. 

Clause 135 seeks to amend section 15A of the Wealth-tax Act which 
specifies the persons by whom the return of wealth is to be signed and 
verified. 

Sub- clauses (i) and (ii) of thivS clause seek to amend clauses (a) and 

(c) of this section on the lines of clauses (a) and (c) of section 140 of 
the Income-tax Act; 

Clause 136 seeks to substitute a new section for section 15B of the 
Act relating to payment of self-assessment tax. 

The provisions of this section are on the lines of corresponding pro¬ 
visions of section 140A of the Income-tax Act. 

Clause 137 seeks to omit section 15C of the Act relating to provisional 
assessment consequent upon the new scheme of assessment. 

Clause 138 seeks to substitute a new section for the existing section 
16 relating to procedure for assessment. 

Provisions of this section have been brought on the lines of Incon.e- 
tax Act as under; — 

(i) Sub-gections (1), (2) and (3) correspond to section 143 of 
the Income-tax Act; 

(ii) Sub-section (4) corresponds to sub-section (1) of section 

142 of the Income-tax Act with the exception of clause (ill) and pro¬ 
viso; providing for the power of Assessing Officers to ask for a total 
wealth statement; ' 

(ill) Sub-section (5) corresponds to section 144 of the Income-tax 


Act 




Sec. 2] 


THE gazette of INDIA EXTRAORDINARY 


199 


Clause 139 seeks to amend section 17 relating to wealth escaping 
assessment. 

1, Sub-clause (a) of this clause seeks to substitute sub-section (1) 
with new sub-sections (1), (lA) and (IB) so as to taring the provisions 
for initiating proceedings in cases of wealth escaping assessment, time 
limi', and sanctioning authorities for such Initiations broadly on the 
some lines as in the corresponding provisions of the Income-tax Act. 

This is, however, subject to the following; — 

(a) in the case of scrutinised assessments references to escaped 
income of Rs. 50,000 and Rs. 1 lakh are to be changed to wealth 
e caping assessment of Rs. 5 lakhs and Rs. 10 lakhs respectively; 

(b) in the case of others references to escaped income of 
Rs. 25,000 and Rs. 50,000 are to be changed to wealth escaping assess- 
mr.nts of Rs. 2.5 lakhs and Rs. 5 lakhs respectively. 

2. Sub-clause (b) of this clause seeks to amend sub-section (2) so 
as to bring the provisions on the lines of the provisions in section 150 
of the Income-tax Act. 

Clause 140 seeks to amend section 17A relating to time limit for 
completion of assessment and re-assessment. 

The object of the proposed amendment is to bring the provisions of 
this section broadly on the same lines as in the corresponding prorisions 
under the Income-tax Act. 

Sub-clause (a) of this clause seeks to substitute the existing sub¬ 
sections (1) and (2) with new sub-sections. 

The provisions of sub-section (1) are on the same lines as the cor¬ 
responding provisions of sub-section (1) of section 153 of the Income 
tax Act except that a proviso has been added to provide that the time 
limit to complete assessment for the assessment years 1985-86 and 1986- 
87 will be on or before 31st March, 1990. 

The provision of sub-section (2) are on the same linjes as the cor¬ 
responding provisions of sub-section (2) of section 153 (excluding pro¬ 
viso) of Income-tax Act except that a proviso has been added to provide^ 

(i) that where the notice under section 17 (1) (a) was served 
during the financial year 1985-86 or 1986-87 the time limit to complete 
such assessment or re-assessment shall be on or before 31st 
March, 1990; 

(ii) that where the notice under section 17 (1) (b) relates to 
the assessment for the assessment year 1985-86 or 1986-87, such assess¬ 
ment or re-assessment may be completed on or before the 31st 
March, 1990, or the expiry of two years from the end of financial 
year in which such notice was served, whichever is later. 

An Explanation has been added to clarify that reference to section 
17 in the above proviso shall be construed as reference to that section 
as it stood bjefoie amendment by this Bill. 
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Sub-clause (b) of this clause seeks to amend sub*section (3) — 

(i) by substituting the words “four years" by “two years" to 
bring the time limit for completing the set aside or cancelled assess¬ 
ment at par with those of Income-tax Act; 

(ii) by inserting the proviso the time limit to complete the set 
aside or cancelled assessment has been provided as on or before 
31st March, 1990 if such setting aside or cancellation of the order was 
made during financial year 1985-86 or 1986-87. 

Clause 141 seeks to insert a new section 17B to provide for charging 
of interest for defaults in furnishing return of net wealth. 

The provisions of this section are on the lines of corresponding pro¬ 
visions of section 234A of Income-tax Act. 

Clause 142 seeks to substitute new sections 18 and 18A as under: — 

(i) section 18 deals with the levy of penalty for failure to 
comply with notices; 

(ii) section 19A deals with the levy of penalty for failure to 
answer questions, sign statements, furnish information, allow Inspec¬ 
tions, etc. 

Sub-section (1) of section 18 seeks to provide that for non-com¬ 
pliance of notices under section 16(2) or 16(4), the Assessing Officer is 
empowered to levy a penalty which will not be less than Rupees one 
thousand and may extend to Rupees twenty five thousand for each such 
failure or default. 

Proviso (a) to this sub-section provides that penalty shall not be 
imposable under this section if the person proves that the non-comp¬ 
liance of notices was because of reasonable cause. 

Proviso (b) to this sub-section requires the Assistant Commissioner and 
the Income-tax Officer to seek the previous approval of Deputy Commis¬ 
sioner before levying penalty exceeding Rupees twenty thousand in the 
case of an Assistant Commissioner and Rs. 19,000 in the casje of an 
Income-tax Officer, 

Sub-section (2) provides that a reasonable opportunity of being heard 
shall be given to the assessee before levy of penalty. 

Sub-section (3) provides that penalty referred to in sub-section (1) 
can be levied before the end of the financial year in which the proceeding.'; 
in the course of which action for imposition of penalty has been initiated 
are completed, or six months from the end of the month in which action 
for Imposition of penalty is initiated, whichever is later. 

Explanation to this .sub-section seeks to clarify that in computing 
the period of limitation for the purpose of thi,g section the following 
period/tirpe shall be excluded:— 

(i) any period during which the immunity granted by the 
Settlement Commission under section 22H remains in force; 

(ii) the time taken in giving an opportunity to be re-heard 
under proviso to section 39; 

(ili) the period during which the proceeding under this section 
for levy of penalty is stayed by an ordjer or injunction of any court. 
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Provisions of sub-section (1) of section 18A are on the same lines as 
those of sub-section (1) of section 272A read with section 273B of the 
income-tax Act, ■ i i 

Provisions of sub-section (2) are on the same lines as those of the 
corresponding pro\dsions of sub-section (2i of section 272A of the Income- 
tax Act. 

Provisions of sub-sections (3), (4) and Explanation are on the same 
lines as those of sub-sections (3), (4) and Eocplanation of section 272A 
of the Income-tax Act, 

Clatise 143 seeks to insert a new Chapter IVB containing section 18B 
relating to levy of additional wealth-tax in certain cases. 

1. Sub-section tl) of this section is on the lines of the provisions of 

sub-section (1) of section 158B of the Income-tax Act with the following 
difference:— " ” |[ 

The rate of additional wealth-tax to be levied under sub-section 
(!) is 3 per cent as against 30 per cent under the Act. 

2. (i) Clause (a) of sub-section (2) is on the same lines aS the corres¬ 
ponding provisions of section 158B of the Income-tax Act. 

(ii) Clause (b) and clause (c) provide that the return of net wealth 
shall be taken to be nil for the purpose of this section if the aSsessee 
fails to furnish the return of net wealth in respect of any assessment 
year leading to completion of asaessment under section iBfSl, or if the 
person fails to furnish the return: of net wealth under section 14 or section 
15 but furnishes the same after he is served with a notice under section 17. 

3. The provisions of sub-sections (3), (4). (51 and (6) of this section 
are on the same lines as those of sub-sections (3), (41, (5) and (6) of 
section 158B of the Income-tax Act. 

Clause 144 seeks to amend section 21A of the Wealth-tax Act dealing 
with assessment in cases of diversion of property, or of Income from 
property, held under trust for public charitable nr religious purposes. 

The amendment is proposed consequent upon deletion of sections 11. 
12 and 13 of the Income-tax Act in their present form and the substitu¬ 
tion of a new scheme under new section 80F for the aasessment nf pub¬ 
lic charitable and religious tru.st, phU.'anthropic institutions and Institu¬ 
tions of national imnortance. 

Sub-clauses (al (bl and (dl of this clause seek to substlhite words, 
brackets and figures— 

"any person referred to in sub-section 131 of section 13 of the 

Income-tax Act" appearing in clauses lil, (ill .and first nroviso to 

the existing section by the words "any interested person". 

Sub-clause (cl of this clause seeks to omit the clause liii) of the 
existing section. 

Sub-ciause (el (il of this clause seeks to substitute the words, 
brackets and fl.gi.ires "any person referred to ip sub-aection 131 of section 
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13 of the Income-tax Act has a substantial interest as provided in Expla¬ 
nation 3 to that section’’ appearing in the second proviso to the Existing 
section, by the words, figures, brackets and letter “any interested person 
has substantial interest as provided in Explanation 3 below sub-section 
(4) of section 80F of the Income-tax Act’’. 

Sub-clause (e) (ii) of this clause seeks to substitute the words, 
brackets and figure “any person referred to in the aforesaid sub-section 
(3)” appearing in the second proviso to the existing section by the 
words “any interested plerson". 

Sub-clause (f) (i) of this clause seeks to substitute the clause (a) of 
the third proviso of the existing section by a new clause providing that: — 

(i) the provisions of clauses (i) and (ii) shall not apply in the 
case of any trust or institution of national Importance notified under 
clause (d) of sub-section (1) of section 80F of the Income-tax Act; 
and 

(ii) the other provisions of this section shall apply to such trust 
or institution with the modification that for the words “at the maxi¬ 
mum marginal rate”, the words and figures “the rates specified in 
Part 1 of Schedule I in the case of an individual” shall be substituted. 

Sub-clause (f) (ii) of this clause seeks to substitute the words, brac¬ 
kets and figures “clauses (i) to (iii)” in clause (b) of the existing 
section by the words, brackets and figures “clauses (i) and (ii)’’ conse¬ 
quent upon omission of the clause (Ul) from the section. 

Sub-clause (g) of this clause seeks to substitute the clauses (a) and 

(aa) in the Explanation to the existing section by new clauses (a) and 

(ab) in order to clarify: — 

(i) that the expression “interested person” shall have the mean¬ 

ing assigned to it in clause (a) of Explanation 1 below sub-section 
(4) of section 80F of the Income-tax Act, [Clause (a)] \ 

(ii) that any part of the property or income of a trust shall be 
deemed to have been used or applied for the benefit of any 
interested pbrson In every case in which it can be so deemed to 
have been used or applied within the meaning of clause (c) of sub¬ 
section (3) of section 80F of the Income-tax Act at any time during 
the period of twelve months ending with the relevant v.aluation date. 
[Clause fab)l 

The above amendments are in consequence of the omission of sections 
11 to 13 of the Income-tax Act and recasting them in section 80F of the In¬ 
come-tax Act; and 

The omission of the term “ maximum marginal rate” from this sec¬ 
tion with a view to define the term for the purpose o^’ the Wealth-tax Act 
in clause (Ic) of section 2 of the Act. 

Clause 145 seeks to amend section 21AA of the Act dealing with the 
assessment when assets are held by certain association of persons. 


The amendment made is in the cases covered iinder sob-section (1) 
of this 1 ection regarding charging of tax at the maximum marginal rate, 
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Clause 146 seeks to amend section 23 of the Act relating to first 

appeal. I 

. > 

Sub-clause (a) (i) seeks to substitute clause (d) of suo-section (1) 
so as to provide that an appeal can be filed to the Deputy Commissioner 
(Appeals) against any penalty imposed by the Assessing Officer under 
section 18 as it stood immediately before 1-4-198& or that section as 
antended by this Bill. 

Sub-clause (a) (a) seeks to omit clause (i) of sub-section (1) conse¬ 
quent upon the omission of sub-section (2) of section 37 of the Act. 

Sub-clause (b) seeks to amend sub-section (lA) relating to filing 
of appeals to the Commissioner (Appeals) so as to substitute the existing 
clauses (b), (c) and (d) by new clauses. New clause (b) provides that 
any person objecting to any penalty imposed under existing section 
18 (1) (c) in respect of any assessment yiear commencing on 1-4-1988 or 
any earlier assessment year where such penalty has been imposed with 
the previous approval of the IJeputy Commissioner under sub section (3) 
of that section may appeal to the Commissioner (Appeals). The changes 
made in new clauses (c) and (d) are of consequential nature in view 
of the revised sections 8, 11 and 18A. 

Sub-clause (c) seeks to substitute existing sub-sections (IB) and (1C) 
by sub-section (IB). 

The provisions of existing sub-section (IB) which had served their 
purpose have not been included in thje revised provisions. The revised 
sub-section (IB) empowers the Central Board of Direct Taxes or certain 
income-tax authorities authorised by it to transfer any appeal which 
is pending before a Deputy Commissioner (Appeals) and any matter 
arising out of or connected with such appeal and which is so pending, to 
the Commissioner (Appeals). 

Sub-clause (d) seeks to omit the proviso to sub-section (2A) so as to 
take away the discretion of the Deputy Commissioher (Appeals) and Com¬ 
missioner (Appeals) to exempt the assessee from depositing the tax on 
the net wjealth before admitting the appeal. 

Clause 147 seeks to insert a new section 23A dealing with the applica¬ 
tion by the assessee to the Deputy Commissioner (Appeals) or Commis¬ 
sioner (Appeals) in certain cases. 

Provisions of this section are on the same lines as those of section 246A 
of the Income-tax Act. 

Clausb 148 seeks to amend section 31 of the Act dealing with the 
circumstances when tax, etc-, are payable and when assessee deemed in 
default. 

The proposed amendment seeks to bring the provisions of this section 
on the lines of section 220 of the Income-tax Act. 

Clause 149 seeks to amend section 32 of the Act d^baling with mode of 
recovery. 
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Sub-clause ta) of this clause seeks to substitute the words "and to 
Wealth-tax Officer and Commisaioner of Wealth-tax instead of to Income- 
tax Officer and Connmssioner of Income-tax" by the words "and to the 
corresponding weaitn-tax authorities mstead of to the income-tax 
authority specified therein". 

Sub-clause (bf of this ciause seeks to substitute the existing Explu'iM- 
Uon 11 with the followmg Explanation: — 

"Explanation II—The Chief Commissioner or Commissioner and 
Tax Hecovery Offic'er referred to in the income lax Act shall be 
deemed to be corresponding wealth-tax authorities for the purpose of 
recovery of wealth-tax and sums imposed by way of penalty, fine 
and interest under this Act”. 

Clause 150 seeks to amend section o4A dealing with refunds. 

Sub-clause (i; seeks to insert a proviso at the end of sub-section (1) 
so as to bring the provisions of this sulnsections on the same lines as 
those of section 240 of the Income-tax Act. 

Sub-clause (u) seeks to Insert sub-sections (4A) and 14B) after sub¬ 
section (4). The inserted sub-section (4A) provides that the provisions of 
sub-sections (3), (3A) and (4) of this section deahng with payment of in¬ 
terest by Government on delayed and withheld refunds shall not be ap¬ 
plicable in respect of any assenssment for the assessment year IUSS-SS or 
later. This is because a new scheme of payment of interest in such cases 
has been provided in the newly inserted sub-section (4B) which is on the 
same lines as the corresponding provisions in sub-section (4A) of section 
244 of the Income-tax Act which shall be applicable for this purpose for 
assessment year 1938-89 or later. 

Clause 151 seeks to amend section 35 of the Act dealing with recti¬ 
fication of mistakes. 

By this amendment the wealth tax authority has been empowered to 
amend the intimation sent or revise the amount of refund granted under 
sub-section (1) of section 16 of the Act. 

Cla^use 152 seeks to amend section 35K providing for bar on prosecu¬ 
tion and inadmissibility of evidence in certain circumstances on the 
lines of section 279(1A) of the Income-tax Act. 

Clause 153 seeks to amend section 37 of the Act deahng with powers 
of the wealth-tax authorities regarding discovery, production of evidence, 
etc. 

Sub-clause (a) of this clause seeks to insert sub-section (lA) after 
sub-section (1) to provide that the Director General or Director or the 
authorised officer referred to in sub-section (1) of section 37A, before he 
takes action under clauses (i) to (vi) of that section has reason to suspect 
that any net wealth has been concealed, or is likely to be concealed by 
any person or class of persons within his jurisdiction, then for the pur¬ 
poses of making any enquiry or investigation relating thereto, it shall be 
compettint for him to exercise the powers conferred under sub-section (1) 
pn the wealth-tax authorities referred to in that section^ notwithstanding 
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that no proceedings with respect to such persons or class of persons ar« 
pending before him or any ocher wealth-tax authority. 

Sub-clause (b) of this clause seeks to omit sub-section (2) dealing 
with the power to levy penalty tor non-compliance of summons issued 
under this section. This power has now been provided in a newly insert¬ 
ed section 18A. 

Sub-clause (c)(i) of this section seeks to insert the words, brackets, 
figure and letter “or sub-section (lA) ’’ after the words, brackets and figurie 
“in sub-section (1)”, consequent upon the insertion of the new sub¬ 
section (lA) as mentioned above. 

Sub-clause (c) (ii) seeks to insert in the proviso the words “or an 
Assistant Director” after the words “valuation officer”. 

With the aforesaid amendment the provisions of section 37 have been 
brought on the same lines as those of the amended section 131 of the 
Income-tax Act except the following:— 

(a) in sub-section (1) the powers to summon, etc., have also 

been conferred on valuation officer and appellate tribunal. 

(b) in proviso to sub-section 3) of this section valuation officer 

is also an authority other than those mentioned in corresponding pro¬ 
vision of the Income-tax Act. 

Clause 154 seeks to amend section 37A of the Aci, dealing with 
powers of search and seizure. 

I 

The provisions of this section are broadly on the lines of the .«iimllflr 
provisions of section 132 of the Income-tax Act. 

Clause 155 seeks to amend section 37B of this Act dealing with power 
to requisition books of account, etc. 

This section has been amended so as to bring it on the lines of 
section 132A of the Income-tax Act. 

Clause 156 seeks to insert a new section 37C dealing with application 
of retained assets on the lines of section 135(2B) of the Income-tax Act. 

Clause 157 seeks to amend section 38 of the Act relating to power of 
the Wealth-tax Officer to call for information, return and statement. 

Sub-clause (a) seeks to substitute the words “where for the purposes 
of determining the wealth-tax payable by any person’’ the words “where 
for the purposes of this Act’’ so as to enlarge the scope of the provisions 
for any purpose of this Act. 

Sub-clause (b) seeks to substitute the words “the Wealth-tax Officer” 
by the words “any wealth-tax authority” in the first place and “such 
wealth-tax authority’’ in the second and third place, so as to enlarge the 
scope of the power under this section for ocher wealth-tax authorities 

also. 
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Clause 158 seeks to amend ^tion 4^ of the Act which provides for 
cases in which no tax is leviable. i 

Clause (j) is being inserted to provide that no tax shall be leviable 
under the Act in respect of the net wealth of a Mutual Fund specified 
under clause (23D) of section 10 of the Income-tax Act- 

Clause 159 seeks to insert a new sjection 47 in the Act so as to empower 
the Central Government to make an order for removing any difficulty 
which may arise in giving effect to the provisions of the Act as amended 
by this Bill. It is also being provided that no such order shall be made 
by the Central Government after the expiration of three years from 
1-4-1988 and that every order made under this section shall bje laid before 
each House of Parliament. 

CktiLSe 160 seeks to make certain amendments of a consequential 
nature in different provisions of the Act- 


Amendments to the Gift-tax Act, 1968 

Clause 161 seeks to substitute or introduce new authorities In the Act 
consequent upon either the rjedesignatlon of these authorities or the in¬ 
clusion of new authority in section 116 of the Income-tax Act. so as to 
have one common nomenclature for the authorities under all the three 
Acts (viz. Income-tax Act, Wealth-tax Act and Gift-tax Act). This clause 
will be effective from 1-4-1988. , 

Clause 162 seeks to amend section 2. of the Act relating to “defini¬ 
tions” of various expressions. , 

Sub-clause (c) seeks to omit clause (i) consequent upon the re*- 
designation of “Appellate Assistant Commissioner’’ as an authority. 

Sub-section {b) seeks to insert a new clause (iiia) after clause (iii) 
so as to bring the definition of “assessing officer” on the lines of de¬ 
finition of this term in clause (7A) of section 2 of the Incometax Act. 

Sub-clause (c) seeks to omit the. following definitions: — 


(i) Commissioner 

(clause vl) 

(ii) Commissioner 
(Appeals) 

(clause 

via) 

(iii) Director of Inspection 

(clause 

viia) 

(iv) Gift-Tax Officer 

(clause 

xlil) 

(v) Income-tax Officer 

(clause 

xv) 

(vi) Inspecting Assistant 

Commissioner of Gift-tax 

(clause 

xvl) 

(vll) Inspector of Gift-tax 

(clause : 

xvla) 
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consequent upon Insertion of new section 7 in the Gift-tax Act 
which provides for gift-tax authorities as specified in section 116 of 
Income-tax Act; 

(B) “partner” as defined in clause (xvii) consequent upon Its 
inclusion in substituted clause (xi). 

Sub-clause (d) seeks to substitute clause (vii) by a new clause so as 
to bring the definitions o'! “company”, “Indian company” and “com¬ 
pany in which public are substantially interested’’ on the same lines 
as in section 2 of the Income-tax Act. 

Sub-clause (e) seeks to substitute clause (xi) by a new clause so as 
to bring the definitions of “firm”, “partner” and “partnership” on the 
same lines as in section 2 of the Income-tax Act. 

Sub-clause (f) seeks to omit— 

(i) sub-clause (b) of clause (xx) defining the term “Pre\'ious 
Year” consequent upon the amendment in section 3 of the Income- 
tax Act; 

(ii) the words, brackets and letter “or sub-clause (b)” in the 
first proviso consequent upon the deletion of sub-clause (b) of 
clause (xx); 

(iii) the second proviso, consequent upon the amendment in 
section 3 of the Income-tax Act. 

Sub-clause (g) seeks to insert a new clause (xxv) providing that the 
expressions “Chief Commissioner’’, “Director-General”, “Commissio. 
ner”, "Commissioner (Appeals)”, “Director ”, “Deputy Commissioner”. 
“Deputy Commissioner (Appeals)”, "Assistant Commissioner”, 
“Income-tax Officer”, “Tax Recovery Officer” and “Inspector of Income- 
tax” shall have the meanings respectively assigned to them under section 
2 of the Income-tax Act. 

Clause 163 seeks to amend section 3 in the) Act relating to charge of 
gift-tax, consequent \ipon levy of additional gift-tax. 

Clause 164 seeks to substitute ntew sections 7, 8, 9, and 10 in place 
of existing ones as under — 

fi) Section 7 relating to Gift-tax authorities and their jurisdic¬ 
tion; 

(11) section 8 relating to control of Gift-tax authorities; 

(lii) section 9 relating to instructinos to subordinate authori¬ 
ties; and 

(iv) section 10 relating to jurisdiction of assessing officers and 
power to transfer cases. 

(a) the provisions of new sections 7, 8 and 9 have been 

inserted so as to bring them on the same lines as sections 

116, 118, 119 and 120 of the Income-tax Act. 

(b) the new section 10 makes applicable the provisions of 

sections 124 and 127 of the Income-tax Act to the Gift-tax Act, 
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with suitable' modifications as required by special features of 

this Act. 

Clause 165 seeks to delete sections 7A, 7AA, 7B, 3A, 9A, 11, llA, 
11AA, IIB and 12 oi the Act dealing with jurisdiction^ control and 
instructions to subordinate authorities as the provisions of these sec- 
tlons have been incorporated in the new sections 7, 8, 9 and 10 of the 
Act. 

Clause 166 seeks to amend section 13 of the Act relating to return of 
gifts. 

Sub-clause (al seeks to substitute sub-sections (1) and (2) of the 
section by new sub-sections so as to provide that: — 

(i) the return in respect of taxable gifts exceeding the maxi- 
mum amount not chargeable to gift-tax shall be filed on or before 
30th June of the assessment year corresponding to the previous 
year in which the gift was made, [sub-section (1)] 

(ii) a return showing amount of taxable gifts below the maxi¬ 
mum amount which is not chargeable to tax shall be deemed 
never to have been furnished, [sub-scction (2)]. 

Sub-clause (b) seeks to omit sub-section (3) relating to discretion 
of Gift-tax officer to extend the date for the delivery of the return 
under this section. 

Clau^ 167 seeks to substitute a new section for section 14 relating 
to furnishing of return after due date and amendment of the return. 

The provisions or this section have been brought on the lines of 
sub-section (4) of section 139 of the Income-tax Act. 

Froviso to this section, however, provides that— 

(a) for assessments pertaining to assessment year 1987-80 or 
earlier years, tbe return or revised return can be filed by 31-3-1990 
or before the completion of assessment^ whichever is earlier; 

(b) for assessments pertaining to assessment year 198ft-89, the 
return of revised return can be filed by 31-3-1991 or before the 
completion of assessment, v/hichever is earlier. 

Clause 168 seeks to amfend section 14A of the Act which speci¬ 
fies the persons by whom the return of gift is to be signed and verified. 

Sub-clauses (i) and (ii) of this clause seek to amend clauses (a) and 

(c) of this section on the lines of clauses (a) and (c) of section 140 of 
the Incnme-tax Act. 

Clause 169 seeks to insert a new section 14B of the Act relating to 
payment of self-assessment tax. 

The provisions oi this section are on the lines of corresponding pro¬ 
visions of section 140A of the Income-tax Act. 

Clause 170 seeks to substitute a new section for the existing section 
15 relating to procedure for assessmem;. 
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Provisions of sub-sections (1) to (5) have been brought on the lines 
of the corresponding provisions of section 143 of the Income tax Act 
and section 16 of the Wealth-tax Act. 

Sub-section (6) seeks to provide that an assessing officer may refer 
the valuation of any property transferred by way of gift to the Valua¬ 
tion Ofilcer. The provision is on the lines of section 16A of the Wealth- 
tax Act and makes the relevant sections of Wealth-tax Act applicable 
in relation to such references as they apply in relation to references 
made under the. Wealth-tax Act. 

Explanation to this sub-section seteks to clarify that the “Valuation 
Officer” has the same meaning as in clause (4) of section 2 of the 
Wealth-tax Act. 

Clause 171 seeks to amend section 16 relating to gift escaping assess¬ 
ment. The object of the amendment is to bring the provisions of this 
section broadly on the same lines as in the porresponding provisions 
under the Income-tax Act. 

Clause 172 seeks to amend section i6A relating to time-limit for 
completion of assessment and re-assessment- 

The object of the proposed amendment is to bring the provisions of 
this section on the same line.s as in the corresponding provisions under 
the Wealth-tax Act. 

Clause 173 seeks to insert new section 16B in the Act to provide for 
charging of interest for defaults in furnishing return of gifts. 

The provisions of this section are on the lines of the corresponding 
provisions of section 234A of the Income-tax Act and section 17B of the 
Wealth-tax Act. 

Clause 174 seeks to substitute new sections 17 and 17A as under: — 

(i) section 17 deals with the levy of penalty for failure to com¬ 
ply with notices; 

(ii) section 17A deals with the levy of penalty for failure to 

answer questions, sign statements, furnish information, allow inspec¬ 
tions, etc. I 

Provisions of the sections 17 and 17A are on the lines of the corres¬ 
ponding sections 18 and 18A of the Wealth-tax Act and sections 271 and 
272A of the Income-tax Act. i 

Clause 175 seeks to insert a new Chapter IVA containing section 18B 
relating to levy of additional gift tax in certain cases. 

This section is on the lines of the provisions of sub-section (1) of 
section 158B of the Income-tax Act with the difference that the rate of 
additional gift-tax to be levied under sub-section (1) is 20 per cent- as 
againts 30 per cent, under the Income-tax Act. 

Clause 176 seeks to amend section 22 of the Act relating to first appeal. 
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Sub-section (a) (i) seeks to substitute clause (d) of sub-section (1) 
so as to provide that an appeal can be filed to the Deputy Commissioner 
(Appeals) against any penalty imposed by the Assessing Officer under 
section 17 as it stood immediately before 1-4-1980 or that section as amend¬ 
ed by this Bill. 

Sub-clause (a) (ii) seeks to omit clause (h) of sub-section (1) conse¬ 
quent upon the omission of sub-section (2) of section 36 of the Act. 

Sub-clause (b) seeks to amiend sub-section (lA) relating to filing of 
appeals to the Commissioner (Appeals) so as to substitute the existing 
clauses (b), (c) and (d) by new clauses. New clause (c) provides that 
any person objecting to any penalty imposed under existing section 
17 (1) (c) in respect of any assessment year commencing on 1-4-1988 or 
any earlier assessment year where such penalty has been imposed with 
the previous approval of the Deputy Commissioner under sub-section (3) 
of that section may appeal to the Commissioner (Appeals). The changes 
made in new clauses (b) and (d) are of consequential nature in view of 
the revised sections 7, 10 and 17A. 

Suh-clause (c) seeks to substitute existing sUb-sections (IB) and 
(1C) by such-section (IB) , 

The provisions of existing suh-section (IB) which had served their 
purpose have not been included in the revised provisions. The revised 
sub-section (IB) empowers the Central Board of Direct Taxes or certain 
income-tax authorities authorised by it to transfer any appeal which is 
pending before a Deputy Commissioner (Appeals) and any matter aris¬ 
ing out of or connected with such appeal and which is so pending, to the 
Commissioner (Appeals). , 

Clause 177 seeks to insert a new section dealing with application by 
the assessee to Deputy Commissioner. (Appeals) or the Commissioner 
(Appeals) or, in certain cases. Provisions of this section are on the same 
lines as those of section 246A of the Income-tax Act and section 23A of 
the Wealth-tax Act. 

Clause 178 seeks to amend section 32 of the Act dealing with the re¬ 
covery of tax, etc., on the lines of section 220 of the Income-tax Act. 

Clause 179 seeks to amend section 33 of the Act dealing with mode 
of recovery. The amendments are consequential to the provisions of sec¬ 
tion 7 providing that the income-tax, authorities specified in section 116 
of the Income-tax Act shah, also be the gift-tax authorities. 

Clause 180 seeks to amend section 33A of the Act dealing with re¬ 
funds. The provisions are on the same lines as those of section 34A of 
the Wealth-tax Act. 

Clause 181 seeks to amend section 34 of the Act dealing with rectifi¬ 
cation of mistakes. The amendment is on the samte lines as in section 
35 Of the Wealth-tax Act. By this amendment, the gift-tax authority has 
been empowered to amend any intimation sent or revise the amount of 
refund granted under suh-section (1) of section 15' of the Act. 



Sec. 2] 


THE GAZETTE OF INDIA EXTRAORDINARY 


211 


Clause 182 seeks to amend section 36 of the Act relating to powers of 
gift-tax authorities including valuation officer regarding discovery, pro¬ 
duction of evidence, etc., to bring the provisions on the lines of sub¬ 
sections (1) and (lA) of section 131 of the Income-tax Act. 

The provision relating to levy of fine for non-compliance of sum¬ 
mons by gift-tax authorities has been omitted consequent upon power 
to levy penalty for non-compliance of summons being provided in 
section 17A. 

Clause 183 seeks to amend section 37 of the Act relating to power 
of the Gift-tax Officer to call for information and statement. 

Sub-clause (a) seeks to enlarge the scope of this section so as to 
enable the authorities to obtain statement or information for any ptir- 
pose of the Act and also from a banking company. 

Sub-clause (b) seeks to vest such powers to gift-tax authorities in 
place of Gift-tax Officer under the present provisions. 

Clause 184 seeks to amend section 45 of the Act dealing with certain 
cases where the provisions of this Act do not apply. 

Sub-clause (a) seeks to substitute the words “The provisions of this 
Act shall not apply to gifts made by” by the words “No tax shall be 
levied in this Act in respect of gifts made by”. 

Sub-clause (b) seeks to substitute existing clauses (a), (b), (c), (d) 
and (dtt) by the following new clauses (a) and (b), viz. 

(a) a company in which the public are substantially interested; 

(b) any company to an Indian company in a scheme of amalga¬ 
mation. 

Sub-clause (c) seeks to substitute a new clause (e) for tbe existing 
clause consequent upon Insertion of new section 80F in the Income-tax 
Act relating to charitable trusts. ' 

Sub-clause (d) seeks to substitute new Explanations 1 and 2 in plade 
of existing Explanations 1, 3 and 3. 

Explanation 1 seeks to clarify that the term "amalgamation” 
referred to in clause (b) shall have the meaning assigned to it In 
section 2(1 A) of the Income-tax Act. 

Explanation 2 seeks to clarify that exemption admissible ander 
clause (e) in relation to gifts mentioned therein shall not be denied 
merely on either or both of the following grounds; — 

(i) that subsequent to the gift the Institution or fund has 
become ineligible to the 'deduction under section 80F of the 
Income-tax Act due to non compliance with any of the provisions 
of that section, 

(ii) that the deductions under section 80F of the Income-tax 
Act are denied to the institution or fund in relation to any in¬ 
come arising to it from any investment referred to in clause 
(h) of sub-section (4) of that section where the aggregate of 
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the funds invested by it in a concern referred to in the said clause 
(h) does not exceed five per cent, of the capital of that concern. 

Clause IBfif seeks to insert a new section 47 in the Act so as to em¬ 
power the Central Government to make an order for removing any 
difficulty which may arise in giving effect to the provisions of the Act 
as amended by this Bill, It is also being provided that no such order shall 
be made by the Central Government after the expiration of three years 
from 1-4-1988 and that every order made under this section shall be laid 
before each House of Parliament. 

Clause 186 seeks to make certain amendmesffs of consequential na¬ 
ture in different provisions of the Act. 

Amendments to the Companies (Profits) Surtax Act, 1964. 

Clause 187 seeks to substitute or introduce new authorities in the 
Act consequent upon either the re-designation of the authorities or the 
inclusion of the new authorities in section 116 of the Income-tax Act. 

Clauses 188 and 189 seek to amend sections 3 and 18 of the Act to 
make certain amendments of consequential nature. 
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FINANCIAL MEMORANDUM 

Clause 24 of the Bill seeks to insert a new section 80F in the Income- 
tax Act, 1961 providing for a new scheme for taxation of charitable institu¬ 
tions. Clause 25 of the Bill seeks to amend section 80G for allowing deduc¬ 
tions in respect of payments to a trust or institution of national Importance 
which has as its main object the undertaking of scientific research or carry¬ 
ing out of am'- rural development programme or carrying out 
of any programme of conservation of national resources or afforestation 
of wasteland. Those changes will rec|uire the setting up of a Directo¬ 
rate General of Tax Exemptions. This Directorate will ensure uniform 
application of the provisions relating to the assessment of the charitable 
institutions and will monitor the work in this regard of the Income-tax offi¬ 
ces all over India. The notifications for exemptions, etc., being presently 
issued by the Central Board of Direct Taxes will be issued by this Directo¬ 
rate so that the Board does not get involved in thousands of new cases. 

2, The setting up of the said Directorate will involve a recurring expen¬ 
diture of Rs, 141,79 lakhs on pay and allowances of officers and staff and 
other establishment expenses and a non-recurring expenditure of Rs. 41.32 
lakhs on furniture, staff cars, etc. 

3, The provisions of the Bill will not involve any other expenditure of 
a recurring or non-recurring nature. 
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MEMORANDUM REGARDING DELEGATED LEGISLATION 

Sub-clause (c) of clause 6 of the Bill seeks to substitute the main 
paragraph of clause (5) of section 10 of the Income-tax Act, Sub-clause 
(ii) of clause 13 of the Bill seeks to substitute clause (b) of section 40. 
The provisions of clause (5) of section 10 and sub-clause (iv) of clause 
(b) of section 40 empower the Central Government to make rules for 
the matters specified In the said provisions. 

Clause 24 of the Bill seeks to Insert a new section 80F in Chapter VIA 
of the Income-tax Act providing for a unified scheme for taxation of 
charitable and religious trusts which will also be applicable to institu¬ 
tions of national impoirtance including those involved in scientific 
research, rural developments, conservation of natural resources and 
afforestation of wasteland. 

Under the proviso to clause (iil) of sub-section (1) of section 80F, 
the Central Board of Direct Taxes has been empowered to approve a 
scheme framed by an assessee for the purposes of applying any amount 
wholly and exclusively for the benefits of citizens of India abroad by 
the said assessee so that such amount qualifies for deduction under the 
said clause (iil). Clause (c) of sub-section (1) also provides that the 
deduction under that sub-section shall not be allowed unless the assessee 
fulfills certain conditions Imposed by the Central Board of Direct Taxes. 
Such conditions may include a condition that the nominee of the Board 
shall be appointed on the Board of Trustees of the trust or governing 
body of the institution. Sub-section (8) of section 80F further empowers 
the Central Board of Direct Taxes to delegate its powers or authority 
under that section to income-tax authorities not below the rank of a 
Commissioner. 

Clause (iv) of sub-section (1) of section 80F and clauses (a) and 
(b) of sub-section (2) of that section empower the Central Govern^ 
ment to make rules In relation to matters specified In the said provi¬ 
sions- Clause (a) of sub-section (7) and sub-clause (i) (E) of clause 
(f) of that section empower the Central Government to make rules in 
relation to the matters specified therein. 

Clause 32 of the Bill seeks to substitute section 120 of the Income- 
tax Act by a new section dealing with jurisdiction of the income-tax 
authorities. The Central Board of Direct Taxes is authorised to issue 
various types of directions to the income-tax authorities for the pur¬ 
poses of the section. 

Clause 42 of the Bill seeks to amend section 139 of the Income-tax 
Act relating to filing of return of income. Sub-clause (a) seeks to 
substitute sub-section (1) of .section 139 and sub-clause (d) seeks to 
substitute sub-sections (4) and f4A) of that section. The provisions of 
sub-section (1) and sub-section (4A) as so substituted empower the 

Centra] Government to make rules, in relation to the matters specified 
in the said provisions. 
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Clause 47 of the Bill seeks to amend section 142 of the Income-tax 
Act relatmg to inquiry betore assessment. tiub-ciause (.b) seeks to 
insert a new clause G) in sub-seciion fl) of section 142. The provi¬ 
sions of the said clause (,i; empower tne Central Government to make 
rules in relation to the matters specmed tiierein. 

Claus© 54 of the Bill seeks to suostitute new sections for the exist¬ 
ing sections 147 and I4li of the Income-tax Act. The provisions of sec¬ 
tion 148 as so substituted empower the Central Government to make 
rules in relation to the matters specified therein. 

Clause 74 of the Bill seeks to insert a new section 194E providing 
for deduction of tax by a firm on the payment of interest^ salary, bonus, 
commission or remuneration to partners. The provisions of sub-sections 
(2) and (8) of section 194E empower the Central Government to make 
rules in relation to the matters specihed. in those sub-sections. 

Clause 79 of the Bill seeks to substitute a new section for section 
210 of the Income-tax Act. The provisions pf sub-section (5) of section 
210 empower the Central Government to make rules in relation to the 
matters specified therein. 

Clause 87 of the Bill seeks to substitute new sections for sections 
223, 224 and 225 of the Income-tax Act. Clause (b) of sub-section t2) 
of section 223 as so substituted empowers the Central Government to 
make rules in relation to the matters specified therein. 

Clause 94 of the Bill seeks to insert new sections 234A and 234B 
in the Income-tax Act. Clause (i) of sub-section (4) of section 234A 
and clause (1) of sub-section (4) of section 234B empower the Central 
Government to make rules in relation to the matters specified in the 
said clauses. 

Clause 98 of the Bill seeks to insert a new section 244A in the 
Income-tax Act. Sub-section (3; of section 244A empowers the Cen¬ 
tral Government to make rules in relation to the matters specified 
therein. 

Clause 123 of the Bdl seeks to amend section 298 of the Income-tax 
Act relating to power to remove difficulties so as to insert sub-sections (3) 
and (4) in that section. Under sub-section (3) as so inserted, the 
Central Government has been empowered to make orders to remove 
any difficulty which arises in giving effect to the provisions of the 
Income-tax Act as amended by this Bill. It has been provided that no 
such order shall be made after the expiration of three years from 
1-4-1988 and that every order so made shall be laid before each House 
of Parliament. 

Clause 124 of the Bill seeks to amend the Second Schedule to the 
Income-tax Act. Sub-clause (24) seeks to insert a new rule 94 in the 
said Schedule to provide for the continuance of certain proceedings for 
the recovery of tax pending immediately before the coming into force 
of the amendments to that Schedule by the present Bill. The Central 
Board of Direct Taxes is being empowered to issue (whether by way 
of modification or otherwise, not affecting the substance, of any rule 
in the said Schedule) general or special orcjers which appear to it to 
be necessary or expedient for the purpose of removing the difficulty 
arising in continuing the said proceedings, 
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Clause 125 ol the Hill seeks to insert tiie Tenth Schedule laying 
down allowances subjcci to which the provisions ol' the Income-tax Aci 
will appJy ill cases whore tue previous year in relation to the assessment 
year commencing on 1-4-1569, referred to in section 3(2j, exceeds twelve 
months. Paragraph 7 of this Schedule empowers the Central Board el 
Direct Taxes to grant relief for avoiding genuine haidship, by general 
or special order, m any case or classes of cases wnere the transitional 
previous year is longer than twelve months. 

Clause 131 of the Bill seeks to substitute new sections 8 to 11 for certain 
existing sections in the Wealth-tax Act. 

The provisions of new sections 9 and 19 relate to control of wealtn-tax 
authorities and instructions to be issued by the. Board to subordinate au¬ 
thorities. These provisions are similar to the provisions of sections 116 
and 120 of the Income-tax Act including the provisions relating to dele¬ 
gated legislation. 

Clause 133 of the Bill seeks to amend section 14 of the Wealth-lax Act. 
Sub'Clausc (aj seeks to substitute existing sub-sections (1) and (2). The 
provisions of sub-section (11 as so substituted empowers the Central Gov¬ 
ernment to make rules in relation to the matters specified therein. 

Clause 138 of the Bill seeks to substitute section 16 of the Wealth-tax 
Act. Clause (i) of sub-section (4) of section 16 empowers the Central 
Government to make rules in relation to the matters specified therein. 

Clause 139 of the Bill seeks to amend section 17 of the Wealth-tax Act. 
Suh-dause (a) seeks to substitute new sub-sections for sub-section (]) of 
section 17. The provisions of sub-section (1) as so substituted empower 
the Central Government to make rules in relation to the matters specified 
therein. ; 

Clause 141 of the Bill seeks to insert a new section 17B in the Wealth- 
tax Act, Clause (i) of sub-section (4) of section 17B empowers the Central 
Government to make rules in relation to the matters specified therein. 

Clause 143 seeks to insert a new Chapter IVB consisting of section ICD 
in the Wealth-tax Act. Clause (i) of sub-section (3) of section 18D em¬ 
powers the Central Government to make rules in relation to the matters 
specified therein. 

Clause 150 seeks to amend section 34A of the Wealth-tax Act. Sub-clause 
(ii) seeks to substitute sub-scctions (4AJ and (4B) for the existing sub¬ 
section (4). Clause (c) of the said sub-seciion (4B) empowers the Cen¬ 
tral Government to make rules in relation to the matters specified therein. 

Clause 159 of the Bdl seeks to insert new section 47 in the Wealth-tax 
Act, relating to power to remove difficulties. The provisions of the said 
section empower the Central Government to make orders for removing 
any difficulty which may arise in giving effect to the provisions of the 
Wealth-tax Act as amended by this Bill. It is also being provided that no 
such order shall be made after the expiration of three years from 1-4-1988 
and that every such order shall be laid before each House of Parliament. 

Clause 164 of the Bill seeks to substitute new sections 7 to 10 for certain 
existing sections in the Gift-tax Act. The provisions of new sections 3 
and 9 relate to gift-tax authorities and instructions to be issued by the 
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Board to subordinate authorities. These provisions are similar to the pro¬ 
visions of sections 118 and 120 of the Income-tax Act including the pro¬ 
visions relating to delegated legislation. 

Clause 166 of the Bill seeks to amend section 13 of the Gift-tax Act. 
Sub-clause (a) seeks to substitute sub-sections (1) and (2). The provi¬ 
sions of sub-section (1) as so substituted empower the Central Govern¬ 
ment to make rules in relation to the matters specified therein. 

Clause 170 of the Bill seeks to substitute section 15 of the Gift-tax Act. 
The provisions of clause (i) of sub-section (4) and clause (b) (i) of sub¬ 
section (6) of section 15 empower the Central Government to make rules 
in relation to the matters specified therein. 

Clause 171 of the Bill seeks to amend section 16 of the Gift-tax Act. 
Sub-clause (a) seeks to substitute new sub-sections (1), (lA) and (IB) 
for the existing sub-section (1). The provisions of sub-section (1) as soi 
substituted empower the Central Government to make rules in relation 
to the matters specified therein. 

Clause 173 of the Bill seeks to insert a new section 16B in the Gift-tax 
Act. The provisions of clause (i) of sub-section (4) of section 16B em¬ 
powers the Central Government to make rules in relation to the matters 
specified therein. 

Clause 175 of the Bill seeks to insert a new Chapter IVA consisting of 
section 18B in the Gift-tax Act. The provisions of clause (i) of sub-section 
(3) of section 18B empower the Central Government to make rules in 
relation to the matters specified therein. 

Clause 180 of the Bill seeks to amend section 38A of the Gift-t^ Act. 
Sub-clause (ii) seeks to substitute new sub-sections (4A) and (4!fe) for 
the existing sub-section (4). The provisions of clause, (c) of the said sub¬ 
section (4B) empower the Central Government to make rules in relation 
to the matters specified therein. 

Clause 185 of the Bill seeks to insert a new section 47 in the Gift-tax 
Act relating to power to remove difficulties. The provisions of the said sec¬ 
tion empower the Central Government to make orders for removing any 
difficulty which may arise iri giving effect to the, provisions of the Gift-tax 
Act as amended by this Bill. It is also being provided that no such order 
shall be made after the expiration of three years from 1-4-1988 and that 
every such order shall be laid before each House of Parliament. 

The matters in respect of which rules, orders or directions may be 
made in accordance with the aforesaid provisions are matters of procedure 
and administrative detail, and it is not practicable to provide for them in 
+he said provisions. 

The delegation of legislative power is, therefore, of a normal character. 


SUBHASH C. KASHYAP, 
Secretary-General. 
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